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JON PIEROTTI  

 

 

I. Introduction 

 

(Q) What is your name and relationship to Golden State Water Company (“GSWC”)? 

(A) My name is Jon Pierotti.  I am employed by GSWC as a Manager of Regulatory Affairs.  

My qualifications are included as Attachment 1 of my Prepared Testimony. 

 

(Q) What is the purpose of this rebuttal testimony? 

(A) I will be addressing portions of the Public Advocates Office’s (“Cal Advocates”) 

Testimony including the Report and Recommendations on General Office, specifically 

Chapter 1: General Office Allocation, Chapter 7: General Office Plant Additions and 

Chapter 8: General Office Rate Base, the Report and Recommendations on 

Construction-Work-In-Progress and Special Request 7, specifically Chapter 2: 

Construction-Work-In Progress and the Report and Recommendations on Taxes Other 

Than Income, Income Taxes, Depreciation and Working Cash, specifically Chapter 4: 

Working Cash. I will also be addressing some other matters related to rate base. 

GSWC’s failure to address any specific item addressed in Cal Advocates’ reports 

should not and cannot be construed as GSWC’s acceptance of Cal Advocates’ position.  
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II. Cal Advocates Report and Recommendation on General Office, Chapter 1: 

General Office Allocation 

 

(Q) What would you like to discuss first? 

(A) I would like to discuss Chapter 1 of Cal Advocates’ Report and Recommendations on 

General Office - General Office Allocation. 

 

(Q) How does GSWC’s recommendation differ from Cal Advocates’ recommendation 

concerning the allocation of General Office (“GO”) costs? 

(A) For the most part, GSWC’s proposal results in an allocation that is more closely aligned 

with the allocation percentages adopted by the California Public Utilities Commission 

(“Commission”) in its decisions in GSWC’s last four General Rate Cases (“GRCs”), 

Decisions 10-11-035, 13-05-011, 16-12-067, and 19-05-044,1 and is better supported by 

the Commission’s 1956 Memo “Allocation of Administrative and General Expenses and 

Common Utility Plant” and Standard Practice (“SP”) U-6-W. 

 

On the other hand, Cal Advocates cherry-picks methodologies for differing factors from 

prior Commission decisions relating to GSWC and Suburban Water Systems 

(“Suburban”), and inconsistently applies cost causation principles.   

 

GSWC’s proposal in this proceeding is in line with Commission guidance regarding 

allocation to GSWC’s affiliates, American States Utility Services (“ASUS”) and Bear 

                                                           

1 Decisions 13-05-011, 16-12-067, and 19-05-044 adopted settlements on General Office Allocation. GSWC 

acknowledges that settlements are not precedent setting.  
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Valley Electric Service, Inc. (“BVESI”), while Cal Advocates’ proposal is skewed in order 

to allocate a significantly higher percentage to ASUS.  Cal Advocates’ recommendation 

results in an allocation percentage to ASUS that is 45% higher than the most recently 

adopted allocation in Decision 19-05-044, despite the fact that ASUS has not been 

awarded a new military contract or otherwise expanded its business relative to that of 

GSWC or BVESI since 2017.  Based upon GSWC’s proposed expense forecasts in the 

instant proceeding, an increase in ASUS’ allocation percentage from the previously 

adopted percentage of 17.63% to Cal Advocates’ recommended percentage of 25.65% 

would increase the allocated Corporate Support expenses to ASUS by $2.4 million.  

The following table summarizes the historical adopted allocation percentages of 

Corporate Support expenses to ASUS from the prior two Commission decisions: 

 
Historical Adopted % of Corporate Support 

Allocated to ASUS 

Decision 
% Allocated 

to ASUS 
Effective 

Date 
Decision 16-12-067 16.00% 2016 

   Decision 19-05-044             17.63%         2019 
 

GSWC’s and Cal Advocates’ proposed Corporate Support allocations to ASUS in this 

proceeding are as follows: 

 
Proposed Allocation to ASUS 

Proposals GSWC 
Cal 

Advocates 
% of Corporate Support 15.80% 25.65% 
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(Q) In its testimony, Cal Advocates states: “proper allocation of GO costs is essential to 

ensure GSWC ratepayers do not subsidize the costs of ASUS operations.”2  Do you 

agree with this statement?   

(A) Yes, but I do not agree that this is what Cal Advocates set out to do or accomplished in 

this proceeding.    

  

 In fact, Cal Advocates ignored this stated goal, and instead sought to reduce the 

allocation to GSWC’s ratepayers at the expense of GSWC’s affiliate, ASUS, by cherry-

picking different methodologies to achieve its desired outcome.  Cal Advocates’ 

outcome-driven methodology involved parsing out individual elements of the various 

four factors for further consideration rather than evaluating the totality of costs or the 

inter-relationship of various costs on the allocation methodology.  Cal Advocates’ 

arguments supporting adjusting the different factors in this proceeding are contradictory 

and do not result in an equitable allocation of costs. 

 

(Q) What do you mean when you say that Cal Advocates’ arguments supporting the 

different factors are contradictory?  

(A) Cal Advocates’ arguments regarding the four-factor calculations are inconsistent.  For 

example, Cal Advocates argues that the full value of ASUS plant should be included in 

its gross plant factor calculations.  Yet, Cal Advocates argues that the number of 

customers factor should be removed completely.  In support of its argument that the 

number of customers factor should be removed, Cal Advocates cites Decision 12-04-

                                                           

2 Cal Advocates’ Report and Recommendations on General Office at 3:22-23.  
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0093 as precedent.  However, Cal Advocates fails to mention that in Decision 12-04-

009, the Commission excluded both the number of customers and gross plant factor 

from the four-factor calculation,4 because the Commission found the data unreliable.  

Consequently, the Commission used a two-factor calculation in the underlying 

Suburban rate case.  By contrast, in the instant case, Cal Advocates argues that the 

Commission should use three factors, including gross plant (which advances Cal 

Advocates’ objectives), but should exclude the number of customers (which also 

advances Cal Advocates’ objectives).  If Cal Advocates chooses to rely on Decision 12-

04-009 as precedent in this proceeding, then it should exclude both the gross plant and 

the number of customers from the four-factor methodology.  As discussed in my 

opening testimony, however, the Commission should reject Cal Advocates’ inconsistent 

and misleading assertions and include both the gross plant and the number of 

customers values presented by GSWC, as GSWC has provided reliable data for each of 

these, as well as for the other four factors in this proceeding. 

 

As another example of Cal Advocates’ inconsistent argumentation, Cal Advocates 

argues that the number of customers has “little or no”5 direct impact on Corporate 

Support resources and that Purchased Water only has “minimal”6 impact on Corporate 

Support resources; therefore, both should be removed from the four-factor calculations.  

Following this logic, however, and contrary to Cal Advocates’ proposal, most of the 

                                                           

3 Id. at 13-14. 

4 Decision 12-04-009 at 11-18. 

5 Cal Advocates’ Report and Recommendations on General Office at 17:26-27. 

6 Id. at 9:16-17. 
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value of ASUS plant should also be eliminated from the four-factor calculation.  ASUS 

performs all acquisition, construction, and accounting (including the calculation and 

recording of depreciation) for its plant with little or no assistance from Corporate 

Support.  In response to GSWC Data Request JP-03, Question 4 (See Attachment 1), 

Cal Advocates did not identify any impact on Corporate Support resources resulting 

from the value of ASUS plant.7  In fact, Corporate Support provides minimal support 

related to ASUS plant.  Any additional work related to incremental plant investment 

would be handled by ASUS alone.  As such, the amount of Corporate Support 

resources does not change based upon a change in ASUS plant and, if one follows Cal 

Advocates’ flawed logic concerning the number of customers and Purchased Water, 

ASUS plant should also be removed from the cost allocation calculations.  By removing 

the plant factor (and thus the value of ASUS plant) from Cal Advocates’ recommended 

three-factor calculation, Cal Advocates’ recommended allocation to ASUS would be 

reduced from 25.65% to 23.66%.  

 

In sum, Cal Advocates cherry-picks Commission precedent by ignoring contrary 

evidence and adjusts its arguments in order to arrive at unreasonably skewed results.  

For this reason alone, the Commission should reject Cal Advocates’ testimony and 

proposal regarding the allocation of General Office costs.  However, as discussed 

                                                           

7 In response to GSWC Data Request JP-03, Question 4, asking that Cal Advocates identify all functions 

performed and costs incurred by GSWC’s General Office Corporate Support that relate to ASUS’s plant, Cal 

Advocates stated in its response that “Cal Advocates does not know the functions performed and costs incurred 

by GSWC’s General Office Corporate Support that relate to ASUS’s plant.”  



JON PIEROTTI REBUTTAL TESTIMONY Cont. 

7 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

below, the Commission should note that Cal Advocates’ testimony contains many other 

flaws. 

 

The Number of Employees Factor 

 

(Q) What is Cal Advocates’ recommendation regarding the Number of Employees Factor?   

(A) GSWC proposes using direct operating labor expense for this factor in accordance with 

the recommendations in the Commission’s 1956 Memo and SP U-6-W, while Cal 

Advocates proposes using number of employees for this factor.   

 

(Q) Cal Advocates cites Decision 10-11-035 as Commission precedent for addressing the 

Number of Employees Factor for GSWC.  Is this appropriate? 

(A) While it may be true that Decision 10-11-035 adopted the use of number of employees 

in lieu of direct operating labor expense in that particular GRC, Cal Advocates fails to 

mention that the Commission supported GSWC’s approach to using direct operating 

labor expense in GSWC’s immediately prior GRC.  In Decision 07-11-037, the 

Commission relied on direct operating expense for this factor and stated: 

 

  “This approach, which can be implemented using the data in the record 

 plus reasonable approximations based on past SCWC rate cases, will help to 

ensure that the general office costs allocated to GSWC affiliates – especially 

ASUS – fairly reflect the demands that the operations of these affiliates actually 

place on GSWC’s resources.  By examining total labor costs, for example, we 

are examining the nature and extent of the work actually performed for the entity 

under consideration.  In the case of an affiliate such as ASUS, while the number 
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of employees shown on a formal organization chart may not fairly reflect the full 

extent of the work performed by the affiliate, measuring total labor costs without 

regard to whose employee is performing the work should give a more accurate 

picture of the size of the enterprise.”8 

 

As such, the Commission’s position on this issue in Decision 10-11-035 is not definitive 

and appears to fluctuate based upon the merits of the record in each particular GRC 

application.  While Commission precedent has wavered on this issue, the Commission’s 

guidance in its 1956 Memo and SP U-6-W is clear and recommends the use of direct 

operating payroll as the best measure of the Number of Employees Factor.9  Cal 

Advocates even acknowledges that “the Commission’s guidelines suggest that using 

direct operating payroll, excluding general office payroll, would be the best measure of 

the Number-of-Employees factor.”10  Specifically, the Commission’s 1956 Memo states, 

“[t]he direct operating payroll factor gives effect to, and is used in lieu of, employee 

distribution. While payroll is also included in the operating expense factor, the additional 

weighting given this portion of expenses as the best measure of the employee factor 

seems proper.”11  

 

                                                           

8 Decision 07-11-037 at 35-36. 

9 California Public Utilities Commission, Allocation of Administrative and General Expenses and Common Utility 

Plant Memo (July 26, 1956) at 1; Standard Practice U-6-W at 2. 

10 Cal Advocates’ Report and Recommendations on General Office at 7:8-10. 

11 California Public Utilities Commission, Allocation of Administrative and General Expenses and Common Utility 

Plant Memo (July 26, 1956) at 1. 



JON PIEROTTI REBUTTAL TESTIMONY Cont. 

9 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

(Q) Aside from the Commission’s recommendation to use direct operating labor expense for 

the Number of Employees factor, is there another reason why using direct operating 

labor expense is more appropriate? 

(A) Yes. Every employee is assigned a labor prorate which allocates their labor cost 

between expense and capital (i.e., plant) based upon the type of work being performed.  

As a result, the portion of each employee’s labor cost that is capitalized is already 

reflected in the Plant Factor of the four-factor allocation.  As such, Cal Advocates’ 

recommendation to use number of employees, without adjusting for the portion of an 

employee’s time that is also included in the Plant Factor, results in double counting of 

employee costs.  This is also the case if base salary were to be utilized for this factor. 

For ASUS, a large portion of its employee base, approximately 30%, provide capital-

related services on a full-time basis and accordingly have labor capitalized to plant.  

 

GSWC’s use of direct operating labor expense rectifies this issue by only including the 

portion of direct labor that is expensed in the Number of Employees Factor.  This 

approach more closely aligns with the Commission’s rationale for using labor costs in 

the 1956 Memo and Decision 07-11-037, noted above, to examine the nature and 

extent of the work actually performed by the affiliate.   

 

(Q) Has GSWC used anything other than direct operating labor expense for the Number of 

Employees Factor in prior GRCs? 

(A) Yes. As stated in my prepared testimony, employees’ base salaries were used for the 

Number of Employees Factor in the prior three GRCs.12 However, based upon the 

                                                           

12 Prepared Testimony of Jon Pierotti at 64:14-17. 
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guidance set forth in the 1956 Memo and for the reasons stated above, GSWC believes 

that utilizing direct operating labor expense is more appropriate.   

 

(Q)  Cal Advocates states that “ASUS operates under a different business model than 

 regulated GSWC and BVES, supporting use of actual Number of Employees as 

 an allocation factor.”13  Do you agree with this? 

(A) While I agree that both GSWC and BVESI are regulated utilities and ASUS is not, I do 

not agree with Cal Advocates that this difference would support the use of number of 

employees instead of direct operating labor expense as a factor.  Cal Advocates 

attempts to justify its position by asserting that ASUS’ fixed-price contracts with various 

US military bases incentivizes ASUS to minimize its operating costs to be more 

profitable, thereby distorting the Direct Operating Labor Expense factor when applied to 

a non-regulated affiliate such as ASUS.14  However, Cal Advocates fails to provide any 

evidence that ASUS, GSWC, and BVESI actually operate differently in this respect.  In 

reality, Cal Advocates is simply wrong, as regulated utilities are also incentivized to 

keep operating costs down in order to keep customer rates affordable.  In fact, cost 

management is a key focus of GSWC’s Manager/Director Bonus Program.  As 

explained in the Prepared Testimony of Gladys Farrow, “(a)ll of the measurable 

outcomes were derived to ensure that GSWC has provided incentives to its managers 

and directors to perform in ways that keep costs down for ratepayers and to continue 

providing excellent customer service.  It is this group of managers and directors that are 

tasked to live within the costs adopted in the rate cases by driving operational efficiency 

                                                           

13 Cal Advocates’ Report and Recommendations on General Office at 7:18-19. 

14 Id. at 7:19-22; 8:1-2. 
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to minimize costs to our customers.”15  High customer rates result in increased 

customer complaints and public outrage which pose a serious risk to a regulated utility.  

Moreover, ASUS has contractually required obligations under its fixed-price contracts to 

ensure significant levels of operations and maintenance activities are performed.  

Although ASUS seeks to execute its operational responsibilities as efficiently as 

possible, it cannot make wholesale reductions in labor expense for the sake of 

additional profit.  Doing so would jeopardize meeting annual contractual deliverables 

and would risk default of its contractual obligations.  

 

 Additionally, Cal Advocates’ argument that ASUS’ incentive to minimize its operating 

costs to be more profitable supports the use of number of employees in lieu of direct 

operating labor expense is unfounded.  If, as Cal Advocates claims, ASUS were 

especially incentivized to minimize its operating costs to be more profitable, it would 

also be incentivized to minimize its employee headcount.  In response to Question 2 of 

GSWC’s data request JP-03 (see Attachment 1), Cal Advocates acknowledges that 

“(r)educing the headcount should result in reducing the employee related costs.”  As 

such, using Cal Advocates’ reasoning, the use of number of employees would provide 

the same distortion that Cal Advocates claims the use of direct operating labor expense 

provides.  The Commission should not rely on unsupported conjecture as the basis for 

its decision. 

 

 Cal Advocates provides no concrete evidence for its recommendation to use number of 

employees instead of direct operating labor expense other than to cite one Commission 

                                                           

15 Prepared Testimony of Gladys Farrow at 14:10-14. 
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decision to support its intended outcome.  Cal Advocates, however, conveniently 

ignores another Commission decision that favors GSWC’s position.  Cal Advocates also 

minimizes the recommendations made in the Commission’s 1956 Memo and SP U-6-W, 

which support the use of direct operating labor expense.  As such, the Commission 

should reject Cal Advocates’ recommendation to use number of employees and should 

instead accept GSWC’s proposal to use direct operating labor expense.  

 

The Number of Customers Factor 

 

(Q) How does Cal Advocates’ recommendation regarding the Number of Customers Factor 

differ from GSWC’s recommendation?   

(A) GSWC proposes using the number of military contracts for this factor, while Cal 

Advocates proposes removing the Number of Customers Factor completely from the 

four-factor allocation calculation.   

 

 (Q) Cal Advocates cites Decision 07-11-037 as Commission precedent for addressing the 

calculation of the Number of Customers factor for GSWC and claims “D.10-11-035 is 

not the determinative authority on this issue.”16  Is this appropriate?   

(A) No.  Neither Decision 07-11-037 nor Decision 10-11-035 is binding on this Commission.  

In Decision 10-11-035, the Commission revised the methodology adopted in Decision 

07-11-037 by concluding that “(u)nder its contracts with the military, neither Golden 

State nor ASUS provide direct service to military base residents” and therefore, 

counting the six military base contracts as ASUS’s customers for the four-factor 

                                                           

16  Cal Advocates’ Report and Recommendations on General Office at 13:23. 
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allocation is appropriate.17  In Decision 11-07-057, which granted a partial rehearing of 

Decision 10-11-035, Ordering Paragraph 3.n ordered the Commission to determine: 

 

“What is the evidentiary basis, if any, that supports the Commission 

permitting any deviation for purposes of Application 08-07-010, from 

application of an equivalent number of customer factor for use in 

determining the number of customers (for purposes of the four-factor 

methodology) served under military contracts by GSWC and/or its 

affiliate American States Utility Service?”18 

 

This matter was subsequently settled between Cal Advocates (formerly known as the 

Office of Ratepayer Advocates) and GSWC.  As there is no established Commission 

guidance regarding this matter, the Number of Customers factor must be addressed on 

its own merits.  

   

(Q) When addressing the Number of Customers Factor, Cal Advocates states:  

  

 “GSWC already directly assigns customer-related expenses to the Utility Support 

Services and Centralized Operations cost centers, resulting in the Corporate 

Support cost center containing little or no direct customer-related costs.”19 

 

                                                           

17 Decision 10-11-035 at 23-24. 

18 Decision 11-07-057 at 37. 

19 Cal Advocates’ Report and Recommendations on General Office at 17:24-27. 
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 Cal Advocates goes on to assert: 

 

“However, the Corporate Support cost center, the only one allocable to ASUS, 

contains GO departments whose costs do not appear to vary appreciably with 

customer counts . . . .” 20  

 

Do you have concerns with Cal Advocates’ conclusions and assertions regarding cost 

causation? 

(A) Yes, I have several concerns.  First, Cal Advocates inconsistently applies its cost 

causation analysis to the four-factor allocation methodology.  For example, as 

discussed above, Cal Advocates includes the value of the military water distribution and 

wastewater systems as plant in the cost allocation methodology but Cal Advocates cites 

no actual cost causation theory as to why this plant should be included in the cost 

allocation methodology.  Cal Advocates’ cherry-picking of the customer count factor for 

exclusion from the cost allocation methodology, when Cal Advocates’ cost causation 

logic would apply equally to a significant portion of the ASUS gross plant factor, 

unreasonably skews the allocation.   

 

 Fundamentally, Cal Advocates’ self-serving cost causation analysis misses a key 

point—that the four factors are a means by which the Commission can compare the 

entities at issue when a precise cost causation relationship does not exist, and then 

allocate costs that should be attributable to each entity using objective criteria, i.e. four 

factors.  The direct cost causation principle invoked by Cal Advocates applies to the 

                                                           

20 Id. at 18:12-13. 
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cost centers that must be allocated—that is, only those cost centers whose costs are 

driven by the operations of the various entities affected by the cost allocation should be 

subject to the allocation.  Here, Cal Advocates agrees that the costs of the Corporate 

Support cost center is affected by the operations of GSWC, BVESI, and ASUS and, as 

a result, should be subject to the four factor cost allocation methodology.  However, Cal 

Advocates erroneously attempts to extend its cost causation arguments down to the 

individual factors themselves, which is exactly what the four factor approach is designed 

to avoid.21 When costs lend themselves to ready allocation by cost causation principles, 

the individual cost drivers are used to allocate these costs.  The four factors work 

together when cost causation is not obvious to permit the Commission to compare 

entities that may not have similar operational structures or perform similar services, but 

which all indirectly drive the cost center at issue, i.e. the Corporate Support cost center. 

Application of all four factors is the best means to reach a fair allocation, without regard 

to whether any particular factor could over or under-allocate costs unduly if left to itself. 

The Commission’s 1956 Memo and SP U-6-W supports this notion and states, 

“[c]onsidering the relative complexity and magnitude of the operations usually involved, 

it is believed that the application of the arithmetical average of the percentages derived 

from the use of four factors listed below produces results within the range of 

reasonableness in most instances.”22   

 

Second, Cal Advocates is wrong that there is no relationship between the number of 

customers and Corporate Support.  Although the specific service connections on the 

                                                           

21 California Public Utilities Commission, Standard Practice U-6-W at 2. 

22 Ibid. 
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military bases served by ASUS do not require any Corporate Support resources or 

employee attention, ASUS’ actual customers, the US Government military bases,23 do 

receive Corporate Support.  The customers of GSWC and BVESI do as well.   

 

The Corporate Support functions that are related to the number of customers and 

require resources or employee attention include, but are not limited to:  

 GSWC’s Corporate Support staff tracks and reports financial data by customer 

revenue class or by customers’ contracts.  

 GSWC’s Corporate Support staff examines “test bills” in order to review 

calculations before releasing any updates to customers’ bills so as to ensure that 

GSWC’s customers are billed properly. 

 GSWC’s Corporate Support staff tracks, reconciles, and reports on all balancing 

and memorandum accounts and related customer surcharges and surcredits. 

 GSWC’s Corporate Support staff processes unclaimed property, which often 

relates to unclaimed customer refunds. 

 Corporate Support staff handles customer setup in the JD Edwards accounting 

system when a customer rebate or refund is required. 

 GSWC’s Corporate Support staff processes disbursements to collection agencies 

for recovery of customer uncollectible receivables. 

 GSWC’s Corporate Support staff processes customer refunds.   

                                                           

23 Just as GSWC may have an individual customer with multiple accounts and each account is counted as a 

customer, ASUS has one customer, the US Government, but ASUS counts each military base it serves as a 

customer.  
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 GSWC’s Corporate Support staff processes customer conservation related 

rebates. 

 

While GSWC’s Corporate Support performs these tasks as it relates to customers, 

Corporate Support does not perform these tasks as it relates to connections on the 

military bases served by ASUS.  Corporate Support costs can vary based upon the 

number of customers served by GSWC and BVESI and the number of military contracts 

served by ASUS. Corporate Support costs, however, do not vary based upon the 

number of residents that reside on a military base that ASUS serves. Therefore, there is 

an identifiable cost causation relationship between the Corporate Support cost center of 

GSWC and BVESI and the number of military base contracts (each on an aggregate 

contractual basis).  As such, utilizing the military base contracts for the Number of 

Customers factor provides for an appropriate weighting of Corporate Support costs 

based upon the proportionate services provided to the approximately 260,000 water 

service customers of GSWC as compared to the 8 military contracts of ASUS.  

 

(Q) How does ASUS’ interaction with the residents on the military bases differ from GSWC’s 

interaction with its customers? 

(A) ASUS does not have the same relationship with its military base residents as GSWC 

does with its customers of record for connections.  ASUS works with the military base’s 

privatized housing contractor (“PHC”) for all notifications and coordination of any work in 

the housing areas.  Any scheduled, or unscheduled, outages are coordinated through a 

PHC representative rather than directly with the residents.  This interaction is similar to 

the mobile home parks served by GSWC, where any work that is needed to be done is 

scheduled through the mobile home park’s owner, manager, or management company.  
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(Q) Is Cal Advocates’ claim that ASUS military base contracts require far more resources 

than a simple water service connection to a mobile home park accurate?24 

(A) No.  The residents of mobile home parks do not request services or repairs directly from 

GSWC. Likewise, residents of the military bases do not request services or repairs 

directly from ASUS. ASUS is notified by the PHC representative of any issues (e.g., 

leaks) that occur within the housing area.  Any repairs completed are almost always at 

the request of the PHC representative, not requested of ASUS by the residents of the 

military bases, and the work is performed on ASUS-owned infrastructure, not on any 

facilities owned by the PHC.  ASUS does not respond directly to resident issues as 

these are addressed by the PHC, and the PHC is the entity that will go onsite with the 

resident and into the homes, if necessary, to accomplish the work.  ASUS will assist the 

PHC with system shutdowns so that the PHC can make the repairs.  This is no different 

than GSWC’s coordination with a mobile home park’s owner, manager, or management 

company in its service area to repair an issue to its system infrastructure.  Cal 

Advocates’ claim that GSWC’s characterization of its service to mobile home parks is 

not comparable to ASUS’s service to military base residents is false25 and should be 

disregarded.   

 

                                                           

24 Cal Advocates’ Report and Recommendations on General Office at 16-17. 

25 Id. at 17:14-18. 
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(Q) What about Cal Advocates’ claim that the language cited in the Eglin Air Force Base 

contract demonstrates that military base contracts require far more resources than a 

simple water service connection to a mobile home park?26 

(A) The federal government at each military base contract location is the only customer 

served by ASUS.  They are in fact the only customer of record.  As the water and 

wastewater contractor for the federal government, ASUS works very closely with each 

military base to ensure it is meeting their needs.  This includes regular meetings with 

the Public Works departments on each base to understand and address any concerns 

with the service provided, any new facilities requiring capital improvements, and the 

planning for future base growth. 

 

Throughout the life of each contract awarded to ASUS, the Public Works departments 

remain the entity that interfaces with building tenants and military housing residents for 

all of their utility needs. Work performed on base is at the direction of Public Works or, 

at times, through an ancillary request from the PHC. Calls from tenants and residents 

are fielded by Public Works personnel, not ASUS, and then Public Works determines if 

and when ASUS should be dispatched. After being dispatched, ASUS is required to 

provide progress updates with any system repairs, or other system issues for that 

matter, directly to Public Works. In addition to Public Works, ASUS may also update the 

PHC, if the work is within the housing areas.   

 

To underscore this point, all metered water bills are issued by the federal government, 

not ASUS. Although the water meters at each base are installed and maintained by 

                                                           

26 Id. (Confidential Version) at 16-17 



JON PIEROTTI REBUTTAL TESTIMONY Cont. 

20 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

ASUS under its contractual obligation, they are for the sole purpose of providing meter 

reads to the federal government. These meter reads are then utilized by the federal 

government to bill select tenants on the military installation. These are typically 

commercial entities such as fast food restaurants (e.g., Burger King). Another important 

point is that ASUS does not provide any collection services for unpaid bills issued to 

tenants on military installations, nor does it perform service disconnections for bills 

unpaid. All customer related actions are the responsibility of the federal government, not 

ASUS. 

 

ASUS has only one customer at each military base, which is the federal government, 

and issues a monthly invoice to each base for its services. Moreover, depending on the 

location, the ASUS contract documentation specifically states ASUS can have no other 

customer without the express permission of the federal government.27 Most importantly, 

if ASUS were to serve customers other than the federal government, compensation to 

the federal government would be required. ASUS has no other customers. 

 

                                                           

27 <<BEGIN CONFIDENTIAL  

 

 

 

 

 

END CONFIDENTIAL>> 
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(Q) What about Cal Advocates’ claim that ASUS’ customer survey questionnaire illustrates 

its direct service to water end-users?28  

(A) It is true that ensuring reliable water and wastewater service is a contractual obligation 

that ASUS takes very seriously.  The residents on the military bases are the end users 

of the services provided by ASUS in fulfillment of its military base contracts no different 

than residents of a mobile home park are the end users of the services provided by 

GSWC to the mobile home park owner. In meeting its contractual obligation to its 

customer, a military base, ASUS cares that the military base’s customers, its residents, 

are being provided safe and reliable service. However, Cal Advocates distorts the use 

of a customer scorecard to misrepresent ASUS’ interaction with residents on the military 

bases.  The Customer Scorecards were developed to provide a feedback mechanism to 

determine the level of satisfaction a military installation has with the service ASUS 

provides under the respective Utility Privatization contract.  This is a contractually 

required component of ASUS’ contract and it is quite common to receive the survey 

feedback from government Contracting Officer Representatives, Public Works 

employees, and PHC representatives.  The feedback provided is anonymous unless 

someone (resident or otherwise) chooses to share their name and the survey is not tied 

to any specific customer of record, as there are none.  This is no different than if a 

mobile home resident calls GSWC’s customer service hotline, based upon the number 

provided on its website, and complains about a water service issue at their residence in 

their mobile home park. Because GSWC does not have any record or information on 

this resident, GSWC would not be able to address the resident’s concerns directly. 

Instead, GSWC would need to contact the mobile home park owner or manager, its 

                                                           

28 Cal Advocates’ Report and Recommendations on General Office at 15-16. 
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customer of record, to determine if there was an issue with GSWC’s service to the 

mobile home park that needed to be addressed based upon their recommendation.  

 

 (Q) When addressing the Number of Customers Factor, Cal Advocates also stated:  

“[T]he Commission has also rejected a similar methodology in a GRC filing by 

Suburban Water Systems (‘‘Suburban’’).  In that proceeding, Suburban also 

proposed to count its affiliate’s contracts as equivalent customers.”29 

 

“Consequently, the Commission removed the Number-of-Customers factor, 

resulting in an allocation based on the remaining three factors.’”30 

 

“The Commission should follow its reasoning in D.12-04-009 and D.13-12-030 

and exclude the Number-of-Customers factor in the calculation of allocation 

percentages.”31  

 

Do you agree with Cal Advocates’ assessment of the Commission’s position in Decision 

12-04-009 and Decision 13-12-030? 

(A) No.  Cal Advocates’ characterization of the Commission’s position in Decision 12-04-

009 is misleading for two key reasons.   

 

                                                           

29 Id. at 13:24-25;14:1. 

30 Id. at 14:10-11. 

31 Id. at 14:25-27. 
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 First, Decision 12-04-009 addressed the four-factor allocation methodology as it related 

to Suburban and its affiliates, and the Commission excluded the number of customers, 

but not for the reasons cited by Cal Advocates.  Second, Decision 12-04-009 did not 

result in “an allocation based on the remaining three factors”32 as Cal Advocates 

testifies.  The Commission also excluded the plant factor for the same reasons it 

excluded the number of customers, a fact that Cal Advocates did not address.  In 

Decision 12-04-009, the Commission stated: 

 

“We find that the record does not support using the Commission’s preferred 

method, a four-factor allocation, as proposed by Suburban for general cost 

allocation to affiliated companies and other unaffiliated entities served by 

Suburban’s parent company.  The data provided this time by Suburban is 

incomplete, inconsistent, and therefore unreasonable to distribute general costs 

incurred to benefit multiple entities.  We find only two factors, operating expense 

and payroll, are sufficiently accurate and therefore reliable as a means of 

allocating costs.”33   

 

 “In order to include any data in a calculation the Commission must have 

complete faith in the truthfulness and accuracy of the data and cannot rely not 

[sic] a selective reading of the Allocation Practice.”34  

 

                                                           

32 Id. at 14:11. 

33 Decision 12-04-009 at 11 (emphasis added). 

34 Id. at 16-17 (emphasis added). 
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 “In the next general rate case Suburban may either use these two factors 

(with accurate and consistent data) or the preferred four-factor allocation, but 

only if it can conclusively demonstrate the data is accurate and consistent 

across all entities.”35   

 

The Commission did not exclude the number of customers factor because the number 

of customers of the non-utility affiliate was unreasonably low and skewed the results, as 

Cal Advocates erroneously claims.36  Rather, the Commission excluded both the 

number of customers and the value of plant factors from the four-factor allocation, 

because the data provided by Suburban was incomplete and inconsistent, and 

therefore, the reasonableness of Suburban’s proposed allocation could not be verified.  

The Commission did not have faith in the truthfulness or accuracy of the data in the 

Suburban case, but significantly, the Commission did not disavow its preference for the 

four-factor methodology itself. 

 

As highlighted above, the Commission also clearly stated that when it had accurate and 

consistent data across all entities, the four-factor allocation was the preferred method.  

There is no dispute that in the instant GRC, GSWC provided accurate and reliable data 

and that, as GSWC has shown, its treatment of military bases is consistent for both 

GSWC and ASUS and with any other regulated utility.37   

 

                                                           

35 Id. at 19 (emphasis added). 

36 Cal Advocates’ Report and Recommendations on General Office at 14. 

37 Prepared Testimony of Jon Pierotti at 66-67. 
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In Suburban’s Application 14-02-004, a proceeding Cal Advocates does not address in 

the instant GRC, Cal Advocates raised the same concerns as GSWC presents above 

when Cal Advocates accused Suburban of misleading the Commission by citing 

Decision 12-04-009 and failing to clarify the reasons why the Commission removed the 

plant and customer count factors from the four factor calculations.  Yet, in the instant 

proceeding, Cal Advocates itself mischaracterizes why the Commission removed the 

plant and customer count factors from the four factor calculations in Decision 12-04-

009.  In fact, Cal Advocates testifies that the customer count factor was removed from 

the four factor calculations in Decision 12-04-009 but does not address the removal of 

the plant factor. 

 

The following are excerpts from Cal Advocates’ (Public Version) Amended Report on 

the Results of Operations Suburban Water Systems Test Year 2015 and Escalation 

Years 2016 and 2017 (see Attachment 2) in the Application 14-02-004 proceeding. 

 

Beginning on page 10-5, Cal Advocates states: 

“Suburban used a 2-factor allocation method to allocate its parent company costs 

to three subsidiaries of its parent, namely: Suburban Water Systems; Texas 

Utilities; and Southeast Utilities.  Apparently, Suburban justifies its erroneous 

approach of deviating from the Commission’s traditional 4-factor allocation 

methodology by stating that the Commission in its last decision, D.12-04-009 

adopted a 2-factor methodology; however, at the same time, Suburban admits 

that the use of a 2-factor methodology is inconsistent with the 4-factor 

methodology --- a procedure set forth in the Commission’s memo ‘Allocation of 



JON PIEROTTI REBUTTAL TESTIMONY Cont. 

26 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Administrative and General Expenses and Common Utility Plant’, dated July 26, 

1956.”38  

 

 “ORA finds Suburban’s justifications for deviating from the Commission’s 

traditional 4-factor allocation methodology highly erroneous and misleading. The 

reason the Commission used a 2-factor methodology in Suburban’s last GRC 

application, A.11-02-002 is fully explained in the Commission Rehearing 

D.13-12-030 where the Commission expounded that the main reasons the 

Commission departed from the use of traditional 4-factor allocation methodology 

were: 1) Suburban’s failure to provide complete and consistent data; 2) 

Suburban’s arguments and calculations were unreasonable because the 

interpretations applied to gross plant and customer factors were not credible; and 

3) the data accuracy was questionable. Below, ORA reiterates excerpts from the 

pertinent portion of D.13-12-030 for the sake of completeness and clear 

understanding as to why the Commission used a 2-factor methodology for the 

last rate case: (Emphasis added) 

“‘In the Decision, we articulated our reasons for adopting a two 

factor allocation and for not using the four-factor methodology. 

Specifically, we explained that: (1) the data provided by Suburban 

was incomplete and inconsistent to distribute general costs 

incurred to benefit multiple entities; (2) Suburban’s arguments 

                                                           

38 Attachment 2 - Office of Ratepayer Advocates, California Public Utilities Commission, (Public Version) 

Amended Report on the Results of Operations Suburban Water Systems Test Year 2015 and Escalation Years 

2016 and 2017, A.14-02-004 (June 23, 2014) at 10-5 (emphasis added) (footnote omitted). 
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and calculations are unreasonable because the interpretations 

applied to plant and customer factors are not credible; and (3) the 

accuracy of the data is essential to include in the calculation. 

(D.12-04-009, pp. 11-17.)” (Emphasis included in ORA’s original testimony) 

 

Just as Cal Advocates claims Suburban’s justifications for deviating from the 

Commission’s traditional four-factor allocation methodology by citing Decision 12-04-

009 is erroneous and misleading, Cal Advocates’ testimony in this proceeding 

mischaracterizes Decision 12-04-009.   

 

On page 10-8 Cal Advocates continues: 

 “Unfortunately, instead of mending its shortcomings with respect to the 

needed data pertaining to the other two factors; Number of Customers; and 

Gross Plant as it relates to its sister subsidiaries, Suburban instead only used the 

2-factors while disregarding the other two. It should be noted that even though 

Southwest divested its service operations, there are 11-Service contracts which 

are still active, and Suburban once again failed to provide the adequate 

information for the Number of Customers and the Gross Plant, which is similar to 

what the Commission addressed in D.13-12-030.” 

 

 “ORA did request the pertinent information regarding the Number of 

Customers and Gross Plant, but Suburban mostly responded that the information 

was not available.” 
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Unlike Suburban in its previous two GRCs, GSWC provided accurate and reliable data 

in this GRC.  Absent any testimony to the contrary, the Commission should not have 

any concerns or questions regarding the truthfulness or accuracy of the data provided.  

Thus, the Commission should adopt GSWC’s four-factor methodology, which is the 

Commission’s preferred method of allocation.   

 

(Q) Is Cal Advocates’ recommendation to exclude the Number of Customers factor and 

utilize only three factors reasonable? 

(A) No.  As stated above, the Commission believes “that the application of the arithmetical 

average of the percentages derived from the use of the four factors produces results 

within the range of reasonableness in most instances.”39  Cal Advocates ignores this 

fact, seeks to establish its own cost causation argument, and chooses to disrupt the 

Commission’s recommended four factor methodology by removing one of its factors.  

  

 In response to Cal Advocates Data Request AMX-001, Question 8 (see Confidential 

Attachment 3), GSWC provided Cal Advocates with the number of service connections 

for each of ASUS’ military bases it contracts with.  Although GSWC strongly believes 

that the only customers of ASUS are the military bases it serves, simply updating the 

Number of Customers Factor to the number of ASUS connections of <<BEGIN 

CONFIDENTIAL 40 END CONFIDENTIAL>> instead of removing the Number of 

                                                           

39 California Public Utilities Commission, Standard Practice U-6-W at 2. 

40 In response to Cal Advocates Data Request AMX-001 Question 8, GSWC provided an excel spreadsheet 

showing the number of ASUS water and wastewater connections.  As noted, the military bases served by ASUS 

have << BEGIN CONFIDENTIAL  END 
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Customers Factor all together would have reduced Cal Advocates’ recommendation 

significantly from 25.65% to 21.07% when taking into account Cal Advocates’ other 

recommended adjustments.  It is clear that Cal Advocates recommendation is once 

again motivated by reducing the allocation to GSWC’s ratepayers at any cost to 

GSWC’s affiliates.    

 

Direct Operating Expense Factor 

 

(Q) What is Cal Advocates’ recommendation regarding the Direct Operating Expense 

Factor?   

(A) Consistent with the Commission’s 1956 memo and SP U-6-W, GSWC appropriately 

proposes using direct operating expense, excluding uncollectibles, general expenses, 

depreciation, and taxes.  Cal Advocates, however, cherry picks this factor by proposing 

to remove purchased water from GSWC’s direct operating expense amount.   

 

(Q) Cal Advocates states that “[i]ncluding purchased water expenses results in an 

inappropriate shifting of general office Corporate Support costs to GSWC’s 

                                                           

CONFIDENTIAL>>.  With the exception of << BEGIN CONFIDENTIAL  END CONFIDENTIAL>>. 

wastewater connections at Fort Lee, the wastewater connections serve the same premises as the water 

connections and the two should only be counted as one connection (but not as a customer for the four-factor 

calculations).  The << BEGIN CONFIDENTIAL  END CONFIDENTIAL>> connections amount is calculated 

by summing the larger number of connections between water service and wastewater service for each ASUS 

subsidiary.  
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ratepayers.”41  Are there any costs included within the four-factor calculation that are 

borne disproportionately by BVESI or ASUS, and thus would inappropriately shift 

Corporate Support costs from GSWC’s water ratepayers to BVESI and ASUS under Cal 

Advocates’ logic? 

(A) Yes. It’s no mystery why Cal Advocates recommends removing purchased water from 

GSWC’s operating costs: purchased water costs are the single largest component of 

operating costs. Removing the largest item from GSWC’s operating costs is intended to 

reduce the allocation factors for GSWC resulting in a higher allocation to ASUS. This is 

another example of Cal Advocates’ results-driven approach to cost allocation.  

 

When GSWC asked Cal Advocates if they were aware of direct operating expenses that 

either ASUS and/or BVESI incur that GSWC does not incur, Cal Advocates stated that 

they are “not aware of the details of the direct operating expenses that either ASUS 

and/or BVES incur that Golden State does not incur.”42 Once again, Cal Advocates 

chose only to focus on reducing GSWC’s direct operating expenses to the detriment of 

GSWC’s affiliates without performing any due diligence to determine if there were any 

direct operating expenses at ASUS and/or BVESI that would result in “an inappropriate 

shifting of general office Corporate Support costs to GSWC’s ratepayers.” GSWC points 

out that similar to Cal Advocates’ claim that Purchased Water accounts for a 

“disproportionate share of the Direct Operating Expense total”,43 using Cal Advocates’ 

                                                           

41 Cal Advocates’ Report and Recommendations on General Office at 9:20-21. 

42 Attachment 1 - GSWC Data Request JP-03, Question 1 

43 Id. at 9:17-18. 
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logic, there are a number of costs at ASUS that should similarly be considered for 

exclusion as noted in the following paragraphs.  

 

For example, ASUS’s Operations, Maintenance, and A&G Labor represent 55% of 

ASUS’s total operating expenses used in the Expense factor. This is disproportionately 

high when compared to GSWC’s Operations, Maintenance and A&G Labor costs, which 

represents only 14% of GSWC’s total operating expenses for 2019 used in the Expense 

factor.  This is because of the nature of ASUS’s business which provides Contracted 

Services and incurs significantly higher labor costs at the military bases.  Following Cal 

Advocates’ arguments, these expenses should be removed from ASUS’s Expense 

factor.  It’s also worth noting that ASUS’s labor cost is already included as part of the 

number of employees factor resulting in a higher allocation to ASUS. So, it could be 

argued that ASUS is being double charged simply because its business model differs 

from GSWC’s.44   

 

As another example, ASUS’s property insurance represents about 3% of ASUS total 

direct operating expenses used in the Expense factor.  There is no corresponding 

expense for property insurance under GSWC since property insurance is accounted for 

under the General Office Centralized Operations Support costs.  Consistent with Cal 

Advocates’ arguments, property insurance should be removed from ASUS’s Direct 

Operating Expense factor.   

 

                                                           

44 GSWC and BVES provide a commodity to its customers, water or power, where ASUS does not provide a 

commodity.  The commodity in ASUS’s case is provided by the customer, the US Government. 



JON PIEROTTI REBUTTAL TESTIMONY Cont. 

32 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

(Q) Using Cal Advocates’ argument, are there any other examples of costs that should be 

removed from the Direct Operating Expense Factor? 

(A) Yes. Under the authority of the Commission, GSWC is allowed to track certain costs in 

memorandum accounts for potential recovery at a later date. GSWC tracks these costs 

in expenses and then reverses these costs to a regulatory asset when granted 

permission from the Commission to amortize the balance via a surcharge to customers. 

As a result, for a memo account that spans multiple years, the expenses incurred in one 

year may be reversed in a subsequent year. This was the case in 2019 when GSWC 

received a Decision on its 2017 General Rate Case. As a result, GSWC recorded an 

approximately $945,000 credit (reduction to expense) for a one-time recovery of legal 

fees related to its OC Basin Pumping Rights Litigation Memorandum Account. Based 

upon Cal Advocates’ position, as ASUS does not record similar adjustments related to 

memorandum account recoveries in its operating expenses, the approximately 

$945,000 credit should also be removed, resulting in an increase in GSWC’s direct 

operating expense relative to ASUS.  

 

Selectively removing one expense item that favors GSWC and ignoring the impact of 

others clearly skews results. This is contrary to the Commission’s overall rationale for 

using four factors as one factor individually should not be relied upon solely on its own 

merits. As such, the Commission should reject Cal Advocates’ recommendation to 

remove purchased water from GSWC’s direct operating expense amount.  
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Other Concerns 

 

(Q) Cal Advocates makes the following statements regarding ASUS operations as a 

percentage of total AWR revenues, expenses and employees and the percentage of 

“GO” expenses allocated to ASUS. 

“GSWC’s proposed allocation would result in only 8.28% of total GO expenses 

being allocated to ASUS. By comparison, Cal Advocates adjustments result in 

13.44% of total GO expenses being allocated to ASUS. This is reasonable given 

that ASUS accounts for 24.16% [of] American States’ total company revenues, 

expenses and employees.”45 

 

Is this a fair and relevant comparison? 

(A) No.  Cal Advocates’ statement is not relevant and more importantly, misleading. As 

pointed out by Cal Advocates, cost allocation is about cost causation and the use of 

Corporate Support resources and employee time.  Cal Advocates has not provided any 

testimony tying percentage of company “revenues” to the use of Corporate Support 

resources and employee time, making this an irrelevant statement.  More importantly, 

the Commission has not adopted percentage of revenues as an appropriate allocation 

factor.   In fact Standard Practice U-6-W and the Commission’s 1956 Memo dismisses 

the use of gross revenues, stating “[g]ross revenues are not used, since the allocations 

are made for the purpose of fixing service rates and such revenues would change with a 

                                                           

45 Cal Advocates’ Report and Recommendations on General Office at 20:12-15. 
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change in rates, thereby changing the allocated amounts.”46  If GSWC, BVES and 

ASUS were in the same industry with equivalent business models and operating 

margins there may be an indirect relationship between the percent of revenues each 

entity contributes to the total but, as Cal Advocates itself points out, ASUS is a different 

business with a different cost structure.  Cal Advocates would apparently have the 

Commission believe that the fact that ASUS’s revenues as a percentage of total 

corporate revenues are higher than its recommended allocation factor somehow 

justifies its higher allocation factor as applied to Corporate Support costs.  This is not 

reasonable and, in fact, ignores the rationale of and methodology surrounding the four-

factor approach.  Just because ASUS has a significant amount of revenues, does not in 

any way mean that it causes a significant amount of Corporate Support costs or uses a 

significant amount of Corporate Support services.  Cal Advocates’ obvious attempt to 

cause ASUS to subsidize GSWC’s customers should be rejected. 

 

(Q) You said that the data was irrelevant and more importantly, misleading.  What do you 

mean by misleading? 

(A) Cal Advocates combines costs related to Corporate Support, Utility Support and COPS 

then states “GSWC’s proposed allocation would result in only 8.28% of total GO 

expenses being allocated to ASUS.”47  (Emphasis added) Cal Advocates found no 

evidence that ASUS benefits from COPS or Utility Support and as a result none of the 

costs related to COPS or Utility Support are allocated to ASUS, stating “the Corporate 

                                                           

46 Standard Practice U-6-W at 2 and California Public Utilities Commission, Allocation of Administrative and 

General Expenses and Common Utility Plant Memo (July 26, 1956) at 1 

47 Cal Advocates’ Report and Recommendations on General Office at 20:12-13. 
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Support cost center [is] the only one allocable to ASUS.”48  Yet Cal Advocates includes 

the costs related to COPS and Utility Support when it states “only 8.28%” of total GO 

expenses are allocated to ASUS.  By including COPS and Utility Support in its 

calculation, Cal Advocates is attempting to imply that GSWC is recommending an even 

lower percentage allocation as compared to American States’ total company revenues, 

expenses and employees.  As stated above, GSWC is recommending that 15.80% of 

the relevant Corporate Support cost be allocated to ASUS, which is the relevant 

number. 

 

(Q) Included within the above statement is also a comparison of ASUS’s percent of 

company expenses and number of employees to the percent of total GO expenses 

allocated to ASUS. Do you agree with this statement? 

(A) GSWC agrees with the factual statement and agrees company expenses and 

employees are relevant factors, which the Commission obviously agrees with because 

these are two of the four factors used by the Commission.  What Cal Advocates’ 

statement does not cover is that the increase in ASUS operating expenses and the cost 

of ASUS employees is already reflected in the four factor allocation.  In fact, the 

increase in these values are primary reasons why GSWC is proposing a higher 

allocation in this GRC than has been proposed in prior GRCs.   

 

Cal Advocates’ statement that “ASUS operations are responsible for over 28% of the 

total company’s revenues, expenses and employees”49 is irrelevant absent any 

                                                           

48 Id. at 18:12. 

49 Id. at 20:8-9. 
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testimonies showing the cost causation relationship and Cal Advocates’ statement that 

“GSWC’s proposed allocation would result in only 8.28% of total GO expenses being 

allocated to ASUS”50 is clearly misleading.  Cal Advocates’ testimony should be 

dismissed and ignored by the Commission. 

 

(Q) Do you have any concerns with Cal Advocates’ recommended allocations for BVESI? 

(A)  Yes. In Table 1-9 of Cal Advocates’ Report51, Cal Advocates recommends to increase 

the percentage of Corporate Support expense allocated to BVESI from 8.77%, as 

proposed by GSWC, to 9.27%. Further, Cal Advocates recommends an increase in the 

percentage of Utility Support expense allocated to BVESI from 10.42%, as proposed by 

GSWC, to 11.69%. However, it is unclear as to how Cal Advocates calculates these 

percentages as Cal Advocates’ own calculations in its workpapers do not support the 

allocation percentages being recommended.  

 

(Q) Why do you say Cal Advocates’ own calculations in its workpapers do not support the 

allocation percentages being recommended for BVESI? 

(A) In Cal Advocates’ GRC RO model workpaper SEC-90_GO_Allocation, tab In_Four 

Factor, Cal Advocates calculates a 25.65% allocation percentage of Corporate Support 

expenses to ASUS by adjusting each individual factor of the four factors based upon 

adjustments to the Number of Employees, Direct Operating Expense and Number of 

Customers Factors as recommended in its Report. This is the only instance where Cal 

Advocates’ workpaper supports its recommendation.   

                                                           

50 Id. at 20:12-13. 

51 Id. at 20:3-5.  
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The next step in the four factor allocation method is to allocate the remaining 

percentage of Corporate Support of 74.35% between GSWC and BVESI. To determine 

the proper allocation of the 74.35% between GSWC and BVESI, the four factor 

methodology is once again applied to the two entities to calculate the percentages to be 

allocated between them. Instead of utilizing the model to calculate these percentages 

consistent with how ASUS’ allocation percentage is derived, Cal Advocates overrides 

the formula used to calculate the total allocation percentage in the model by hard coding 

the allocation factors of 11.69% and 88.31% for BVESI and GSWC, respectively. 

Although there is no testimony to support these percentages other than a reference to 

Cal Advocates’ final recommendation in its summary Table 1-9, Cal Advocates clarified 

during discovery that the Plant Factor was modified to include an allocation of the GO 

Utility Segment to GSWC and BVESI based on the other allocation factors between 

GSWC and BVES before the Utility Plant values for GSWC and BVESI are used in the 

four factor allocation. Although it is reasonable to allocate the GO Utility Plant factor 

between GSWC and BVESI, GSWC believes, however, that the appropriate way to 

allocate the GO Utility Plant factor is based upon the weighted percentages of the Plant 

Factor itself between GSWC and BVESI. 

 

Even if the CPUC were to accept 11.69% as the percentage of combined GSWC and 

BVESI expenses (Utility Support) to be allocated directly to BVESI, it is unclear as to 

how Cal Advocates then derives its recommended allocation of 9.27% of Corporate 

Support expense as referenced in its summary Table 1-9. Cal Advocates’ Table 1-852 

                                                           

52 Id. at 19:16-18. 
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shows a calculation “(i)ncorporating Cal Advocates’ three adjustments”53 that derives a 

Corporate Support allocation percentage of 9.27% to BVESI. If Cal Advocates would 

have appropriately applied its 11.69% allocation recommendation noted above 

consistent with the methodology applied by GSWC in this rate case and which Cal 

Advocates did not object to GSWC’s overall approach, 54 the percentage of Corporate 

Support expenses to be allocated to BVESI would be calculated as 8.69% (11.69% X 

74.35%), which is an allocation percentage that is lower than GSWC’s proposed 

allocation percentage of 8.77%.  

 

Given that Cal Advocates provides no testimony to support how it calculated its 

recommended allocations to BVESI, the Commission should reject Cal Advocates’ 

recommendation and approve GSWC’s proposed allocation percentages to BVESI of 

8.77% and 10.42% for Corporate Support and Utility Support expenses, respectively.  

 

Conclusion 

 

(Q) Is Cal Advocates’ proposal in compliance with the Commission’s policy? 

(A) No.  The Commission’s Standard Practice U-6-W states “Considering the relative 

complexity and magnitude of the operations usually involved, it is believed that the 

application of the arithmetical average of the percentages derived from the use of four 

                                                           

53 Id. at 19:14. 

54 Id at 6:10. 
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factors listed below produces results within the range of reasonableness in most 

instances.”55 

 

Also as noted by Cal Advocates “proper allocation of the GO costs is essential to 

ensure GSWC ratepayers do not subsidize the costs of ASUS operations.”56  

 

If you try to parse each piece of each factor used in the four factor methodology you will 

find some pieces that appear to favor GSWC’s customers while others appear to favor 

GSWC’s affiliates.  These are the offsetting realities built into the four-factor 

methodology.  As noted above, the Commission recognized this complexity and stated it 

“believed that the application of the arithmetical average of the percentages derived 

from the use of four factors produces results within the range of reasonableness in most 

instances.”57  GSWC agrees with the Commission and uses the four-factor methodology 

adopted in GSWC’s last four GRC proceedings.  Cal Advocates, on the other hand, tries 

to cherry pick isolated costs of each of the four factors then argues in favor of those 

fragments that benefit GSWC’s customers and against those that appear to benefit 

BVESI’s customers or GSWC’s affiliates, thus resulting in unreasonable and biased 

results.  Cal Advocates has done exactly what the Commission says it should not do, 

that is to become mired in the complexities of tracking every single detail.  But rather 

than using this information to develop a fair and equitable allocation of costs based on 

the benefits received by each subsidiary, Cal Advocates uses them to skew the results 

                                                           

55 Standard Practice U-6-W at 2. 

56 Cal Advocates’ Report and Recommendations on General Office at 3:22-23. 

57 CPUC Standard Practice U-6-W at 2. 
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to favor GSWC’s customers at the expense of BVESI’s customers and to the detriment 

of GSWC’s affiliate, ASUS.  For the reasons established above, Cal Advocates 

testimony should be rejected in its entirety. 

 

III. Cal Advocates Report and Recommendations on General Office, Chapter 7: 

General Office Plant Additions  

 

(Q) What would you like to discuss next? 

(A) I would like to discuss Cal Advocates’ recommendation to disallow two General Office  

Projects: Irrigation and Landscape Upgrade for $111,000 in 2021 and Expansion of 

Conference Room #2 for $46,600 in 2021.58 All other General Office plant addition 

projects discussed in Chapter 7 of Cal Advocates’ report relate to information 

technology and are addressed in the Rebuttal Testimonies of Randy Miller and Patrick 

Kubiak.  

 

(Q) Which project would you like to discuss first? 

(A) I would like to discuss the Irrigation and Landscape Upgrades project. 

 

(Q) Do you agree with Cal Advocates that the “effectiveness of the demonstration garden 

becomes questionable if there are fewer customers coming to the General Office”59 

                                                           

58 Report and Recommendations on General Office at 104-106. 

59 Id at 104:26-27. 
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and that “GSWC must develop cost-effective alternatives for its irrigation and 

landscape needs at its General Office?”60   

(A) GSWC agrees with Cal Advocates’ position in regards to the demonstration garden.  

Aside from the demonstration garden, Cal Advocates does acknowledge the need for 

cost-effective irrigation and landscape at the General Office that is currently 

landscaped mostly by drought resistant and native plants.  Although the drought 

resistant and native plants largely held up through the drought, there are some dried 

out areas that need to be filled in and the grass covered areas can be replaced with 

more drought resistant ground cover.  Upgrading the irrigation and refurbishing the 

existing drought resistant landscape is a cost-effective solution as opposed to 

completely re-landscaping the areas around the General Office.  

 

(Q) Does GSWC revise its request based upon Cal Advocates’ position on the 

demonstration garden?   

(A) Yes, $49,300 of the request for $111,000 was for the demonstration garden leaving a 

balance of $61,700.  It is clear that the irrigation and landscape needs to be upgraded 

but the demonstration garden does not have the effectiveness it once had.  

Consequently, GSWC modifies its request from $111,000 to $61,700. 

 

(Q) Which project would you like to discuss next? 

(A) I would like to discuss the Expansion of Conference Room #2 project. 

 

                                                           

60 Id at 105:5-7. 
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(Q) Do you agree with Cal Advocates’ position that the requested renovations “only add 

aesthetic value to the conference room”61 and therefore the project should be denied?   

(A) While the renovations do add some aesthetic value to the conference room, the 

impetus for the renovations are simply for practical reasons.  Conference room 2 is the 

primary conference room at the General Office and it is where the largest meetings 

take place; often these meetings are for multiple days.  The purpose of the expansion 

is not to create additional seating space, but rather to make the space more practical 

for presentations and more comfortable when it is at full capacity. As there is 

additional value related to this project that goes beyond aesthetic value, the 

Commission should approve this project.     

 

IV. Cal Advocates Report and Recommendations on Construction Work In Progress 

and Special Request 7: Chapter 2 Construction-Work-In-Progress and Cal 

Advocates Report and Recommendations on General Office: Chapter 8 General 

Office Rate Base  

 

(Q) What would you like to discuss next? 

(A) I would like to discuss Chapter 2 of Cal Advocates’ Report and Recommendations on 

Construction-Work-In-Progress and Special Request 7. Specifically, I would like to 

discuss Cal Advocates’ recommendations in subsection III.C. “Remove CWIP Amounts 

Aged More than One Year from Year-end 2019 CWIP”,62 subsection III.G. “Projects 

                                                           

61 Id at 105:27; 106:1. 

62 Report and Recommendations on Construction-Work-In-Progress and Special Request 7 at 15-19.  
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Previously Authorized Not Built”,63 and subsection III.I “Projects Previously Denied by 

the Commission”.64  Additionally, Cal Advocates uses a similar position to recommend 

disallowances for pipeline projects65 and projects in the General Office.66 

 

(Q) What is Construction-Work-In-Progress (“CWIP”) and how does GSWC account for it? 

(A) “CWIP is the amount of capital expended on projects that are at any time under 

construction for customer benefit.”67 GSWC accumulates the costs of constructing the 

asset in the CWIP account until the asset is completed and placed into service. 

 

(Q) Would you briefly summarize the main aspects of Cal Advocates’ CWIP testimony that 

you plan to discuss? 

(A)  Yes.  Throughout Chapter 2, and especially in the identified subsections, Cal Advocates 

hangs its arguments on a misconstrued data point from Commission Staff’s 1982 

Memorandum (“1982 Staff Memo”) regarding CWIP for water utilities.  In the 1982 Staff 

Memo, Staff advocate that CWIP should be included in rate base for water utilities, and 

Staff does so without recommending the imposition of any blanket rule regarding the 

timeframe in which CWIP projects must be completed in order for the associated costs 

to be included in rate base.  Yet, despite Staff’s recommendations in the 1982 Staff 

Memo, Cal Advocates repeatedly references a single data point from a small sampling 

                                                           

63 Id. at 22-26. 

64 Id. at 27-28. 

65 Report and Recommendations on Pipeline Replacement at 13-14, 20, 23 and 28.  

66 Report and Recommendations on General Office at 109-111. 

67 D.18-12-021 at 194. 
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of water jurisdictions from nearly 40 years ago to create an outdated restriction that 

would eliminate a significant portion of CWIP costs from rate base.    

In particular, Cal Advocates bases its recommended cut-off on a study performed by 

Staff that (i) looked at records of just 5 water companies (of the approximately 400 

water companies and districts under Commission jurisdiction at the time) from 1980 and 

(ii) found water construction projects for those 5 water companies to average 4 months 

in duration.  In its same analysis, Staff found wide variations among types of projects. 

For example, Staff found that larger projects, such as treatment facilities, typically take 

several times longer to construct than smaller projects, such as wells.  Despite finding 

this variation in construction duration, Staff did not recommend limiting either the type of 

CWIP projects that may be included in rate base or the length of construction times for 

CWIP projects that may be included in rate base.  Cal Advocates nonetheless uses this 

limited data point from approximately 40 years ago as the basis to apply a cut-off in the 

length of construction times for CWIP projects that may be included in rate base.  

Moreover, as discussed in more detail below, with regard to the CWIP project costs that 

Cal Advocates recommends eliminating from rate base, Cal Advocates fails to 

recommend AFUDC treatment, which, as I will explain, would be an alternative to 

allowing the CWIP costs to be included in rate base.  Adopting Cal Advocates’ 

recommendation would therefore impair GSWC’s ability to cover its costs and earn a 

reasonable rate of return on its investments. 

 

(Q) What is the purpose of CWIP and how has the Commission historically treated CWIP for 

ratemaking purposes? 

(A) The Commission has explained that: 
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”The purpose of CWIP for ratemaking is to provide the utility the 

ability to cover the carrying cost of the plant under construction, 

before it is transferred to plant-in-service for accounting book 

purposes. Generally, the Commission has allowed utilities to 

recover the carrying costs for plant under construction either 

through CWIP in rate base or through allowance for funds used 

during construction (AFUDC). Under AFUDC, the utility recovers its 

carrying costs through capitalized interest.”68  

 

Accordingly, the CWIP process allows the utility to cover its costs and earn a 

reasonable return on its investments as mandated by regulatory decisions and court 

precedent.  

 

(Q) Which Commission-approved CWIP method does GSWC apply for ratemaking 

purposes? 

(A) GSWC records its CWIP in rate base. GSWC used its 2019 year-end CWIP balance to 

forecast CWIP amounts in rate base for Test Year 2020, 2021 and 2022. 

 

(Q) Did GSWC change its method for CWIP in this GRC as compared to its method used in 

prior GRCs? 

(A) No. GSWC’s proposed method to include CWIP in rate base in this GRC is consistent 

with past GRCs and has been GSWC’s approach for ratemaking purposes for years. In 

its report, Cal Advocates acknowledges the Commission’s long-standing policy of 

                                                           

68 Id. at 194-195. 
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accepting this practice, stating: “Commission Staff justified continuing to allow water 

utilities to include CWIP in ratebase in a May 11, 1982 memorandum on policy 

addressed to the Commission.”69  

 

(Q) What would be the alternative if GSWC did not include CWIP in rate base? 

(A) As referenced above, if GSWC were not authorized to include its CWIP in rate base, 

then it would be appropriate to allow GSWC to earn AFUDC on the costs of those 

ongoing projects that are excluded from rate base. The Commission has allowed utilities 

to earn AFUDC and accrue interest during construction on all plant investments to cover 

the carrying costs of the investments.  

 

(Q)  Would the alternative method of accruing interest during the construction be more 

beneficial to ratepayers than GSWC’s proposed method to include CWIP in rate base? 

(A) No. It is clear in the 1982 Staff Memo that it has been the Commission’s practice that if 

CWIP projects are not allowed in rate base to earn a rate of return, the alternative 

ratemaking methodology is to allow the accrual of interest.  The 1982 Staff Memo, 

however, concludes that allowing the accrual of interest would be costlier to ratepayers. 

The 1982 Staff Memo specifically states:  

 

“Thus the perceived disbenefits of CWIP for ratepayers of (1) 

reduction in utility risk and thus management efficiency, and (2) 

intertemporal equity shifts, are minimized for water utilities. The 

                                                           

69 Report and Recommendations on Construction-Work-In-Progress and Special Request 7 at 16, lines 7-8 

(emphasis added). 
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financial benefit of disallowing CWIP in rate base is very small, and 

would, in the long run, be reduced and made even smaller by the 

offsetting revenue requirement increase associated with the interest 

charges.”70  

 

The 1982 Staff Memo goes on to conclude:  

 

“One consideration which we cannot, at this time, give a hard figure 

for, is the long-term impact of the build-up in interest charges if 

CWIP is disallowed in rate base for ratemaking. This interest will 

definitely cause the rate base to be larger than it would be if CWIP 

is allowed. The revenue requirements for this increase in rate base 

would tend to reduce the already small benefit of disallowing CWIP 

in rate base.”71  

 

The 1982 Staff Memo thus reflects Staff’s clear understanding of the customer benefits 

of allowing CWIP in rate base: That is, the total costs ultimately borne by ratepayers is 

lower. If CWIP is not allowed in rate base, the utility instead has to recover its carrying 

cost through capitalized interest. That means that due to capitalizing the interest, or 

carrying cost, the overall project cost is increased. As a result, the future revenue 

requirement is increased to pay a return not just on the project construction costs but 

                                                           

70 May 11, 1982 Commission Staff Memorandum “Policy for Including CWIP in Rate Base for Water Utilities” 

(hereinafter “1982 Staff Memo”) at 1. 

71 Id. at 5. 
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also on the capitalized interest. Another consideration weighing in favor of including 

CWIP projects in rate base, in comparison with applying AFUDC treatment, is that, 

under the CWIP mechanics, the current cost to fund construction of ongoing projects is 

paid for by current customers, rather than accumulating the interest charges into the 

future for payment by future customers.  

 

In any case, including CWIP in rate base without temporal restriction, rather than 

applying AFUDC treatment, is longstanding Commission policy that has been 

repeatedly confirmed. The Commission explains this preference in Decision 03-02-030, 

pertaining to California American’s Monterey County District. Therein, the Commission 

states: 

 

“As Cal Am has correctly stated, “[Carmel River dam and San 

Clemente dam retrofit] are both capital projects and as such should 

be accounted for properly. Capital outlays are not a proper charge to 

operating expenses.” The parties noted in the evidentiary hearings 

that our ratemaking policy for water utilities has long been to place 

CWIP in rate base rather than apply AFUDC.”72 

 

In this same decision, the Commission discusses ongoing projects and the amount of 

dollars for the projects that should be in CWIP. One such reference is for Endangered 

Species act expenditures that would be in CWIP for an extended period, until such time 

                                                           

72 D.03-02-030 at 41-42. 
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as the underlying project is placed in service.73  The potential hurdles and delays to the 

projects did not change the Commission’s determination that allowing CWIP for the 

projects to be included in rate base was the appropriate course. To the contrary, 

notwithstanding those potential hurdles and delays, the Commission concluded: 

 

“Allowing CWIP in rate base is fair to both CalAm and its 

ratepayers. CalAm will earn a return on its expenditures for these 

major capital projects until they are either put into service or 

abandoned, at which time the Commission may evaluate whether 

and how much of those expenditures should be allowed into rates 

permanently.”74 

 

Accordingly, Cal Advocates’ recommendation to eliminate from rate base many CWIP 

project costs based on Cal Advocates’ conclusion that the projects have been in CWIP 

too long is inconsistent with long-standing Commission policy. This is apparent from the 

Commission’s decisions issued over the decades since the 1982 Staff Memo, such as 

Decision 03-02-030 and Decision 18-12-021, which I will discuss later. 

 

(Q) What are Cal Advocates’ specific recommendations regarding historical CWIP in this 

GRC? 

(A) Cal Advocates’ recommendation is that “(t)he Commission should remove projects from 

the 2019 CWIP balance amount that have remained longer than one year. This 

                                                           

73 Id. at 51-53. 

74 Id. at 42. 
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recommendation results in a total reduction of $9.7 M.”75 Additionally, Cal Advocates 

recommends that “the Commission should remove from the 2019 year-end GO CWIP 

balance items aged more than one year, which reduces the 2019 GO CWIP balance by 

approximately $5.3 million.”76 

 

In their Report and Recommendations on Pipeline Replacement, Cal Advocates 

apparently relies on the same unsubstantiated rationale to remove from rate base 

specific CWIP pipeline projects, stating: “The project(s) exceed the timeframe that 

construction projects should reasonably remain in CWIP earning a shareholder return 

without providing customer benefit.”77 Cal Advocates then references the CWIP 

testimony of Mr. Phong Ly, purportedly to support its recommendation. Based upon that 

reference to Mr. Ly’s testimony, it appears that, both with respect to pipeline projects 

and non-pipeline projects, Cal Advocates is relying upon the same rationale for 

removing from rate base CWIP projects if those projects have aged greater than one 

year.  However, Cal Advocates’ application of its recommendation is not consistently 

applied between CWIP pipeline projects and non-pipeline projects. 

 

(Q)  Why do you state that Cal Advocates’ application of its recommendation to remove 

CWIP aged greater than one year is inconsistent between pipeline and non-pipeline 

projects? 

                                                           

75 Report and Recommendations on Construction-Work-In-Progress and Special Request 7 at 15-19. 

76 Report and Recommendations on General Office at 111, lines 1-3.  

77 Report and Recommendations on Pipeline Replacement at 13-14, 20, 23 and 28.  
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(A) As it relates to non-pipeline projects, Cal Advocates recommends that “the Commission 

should remove from the 2019 year-end CWIP balance items aged more than one 

year.”78 To apply this recommendation, Cal Advocates removes from CWIP only those 

amounts that are aged greater than one year from the 2019 CWIP balance; However, 

Cal Advocates does not remove any other amounts, including additional funding 

requested in the GRC. For example, for the Foxen Canyon Plant, Construct Reservoir 

Project (WO #16000084) in Santa Maria, Cal Advocates removes $175 from the 2019 

CWIP amount of $208,722 as the amount aged greater than 1 year, but allows the 

remaining 2019 CWIP amount of $208,547 and the proposed 2020 and 2021 additional 

funding amounts of $150,000 and $1,197,609, respectively, to be unadjusted. 

Conversely, as it relates to pipeline projects, Cal Advocates recommends that “pipeline 

replacement projects should be removed from CWIP”.79 To apply this recommendation, 

Cal Advocates removes the CWIP pipeline project entirely, including zeroing out both 

the recorded and additional funding being proposed. For example, the Turtle Creek & 

Del Cielo, loop project (WO #15931358) in Santa Maria includes an amount aged 

greater than one year in 2019 CWIP of $14,789 of its total 2019 CWIP balance of 

$43,791. Instead of removing just the $14,789 consistent with how Cal Advocates 

applied its recommendation to non-pipeline projects, Cal Advocates removed all of the 

$43,791 2019 CWIP balance along with GSWC’s proposed additional funding of 

$254,000 in 2020. Cal Advocates provides no additional project-specific justification for 

removing these pipeline projects in their entirety, other than to reference back to the 

                                                           

78 Report and Recommendations on Construction-Work-In-Progress and Special Request 7 at 18, lines 11-12. 

79 Report and Recommendations on Pipeline Replacement at 13-14, 20, 23 and 28. 
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CWIP testimony of Mr. Ly.80 Cal Advocates’ inconsistent application of its 

recommendation creates confusion as to exactly what Cal Advocates is recommending. 

In fact, because Cal Advocates does not provide any reasoned basis for treating 

pipeline and non-pipeline projects differently in this respect, it appears that Cal 

Advocates’ pipeline project witness, Mr. Ibrahim, may not have understood what Mr. Ly 

recommends in his testimony for non-pipeline projects, notwithstanding that he is relying 

on his analysis to justify his recommendations regarding the pipeline projects. In sum, 

Cal Advocates’ recommendations regarding the removal of CWIP costs from rate base 

are both inconsistent with long-standing Commission policy and internally inconsistent.  

Accordingly, the Commission should deny Cal Advocates’ recommendations.  

 

(Q)  Are there any other inconsistencies in the way Cal Advocates applied their 

recommendation to remove CWIP aged greater than one year? 

(A) Yes. As stated above, Cal Advocates uses a similar position to recommend 

disallowances of $5.3 million for projects in the General Office.81 However, to apply this 

recommendation, Cal Advocates utilized the percentage of recorded CWIP to total utility 

plant for the General Office’s three cost centers (Corporate Support, Utility Support 

Services and Centralized Operations Support) to spread the $5.3 million disallowance 

among the General Office cost centers. This is inappropriate as it assumes that the 

amount aged greater than one year for each GO cost center is directly correlated with 

the percentage of recorded CWIP to utility plant at 12/31/19. Although the Centralized 

Operations Support cost center allocates costs fully to water ratepayers, the other two 

                                                           

80 Id. 

81 Report and Recommendations on General Office at 109-111. 
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cost centers (Corporate Support and Utility Support) allocate costs to GSWC’s affiliates, 

ASUS and BVESI. As such, an improper allocation of the $5.3 million reduction to 

Corporate Support and Utility Support cost centers would result in an over or under 

allocation of costs to GSWC’s affiliates. For example, Cal Advocates’ approach results 

in approximately 20% of CWIP aged greater than one year, or $1.073 million82, to be 

removed from Shared Corporate Support CWIP. However, based upon a review of the 

project detail, Shared Corporate Support projects represent approximately 47% of the 

CWIP balance aged greater than one year. As such, if it were appropriate to remove 

CWIP aged greater than one year (which it is not), Cal Advocates should have removed 

$2.461 million83 from Shared Corporate Support. Cal Advocates’ approach results in an 

over allocation of Shared Corporate Support CWIP to GSWC’s affiliates. If removal of 

CWIP costs aged greater than one year were appropriate (which, again, it is not), Cal 

Advocates should have identified the specific projects aged greater than one year and 

remove only those costs aged greater than one year directly within each cost center, 

similar to how their recommendation was applied to the other non-pipeline CWIP 

projects in the ratemaking areas. Allocating proposed CWIP reductions by using the 

percentage of CWIP to total utility plant as of 12/31/19 is a flawed approach resulting in 

incorrect adjustments to recorded CWIP and therefore Cal Advocates’ recommendation 

should be denied.  

 

(Q)  Do you have any other concerns with Cal Advocates’ recommendation for removing 

CWIP aged greater than one year in the General Office? 

                                                           

82 $5,269,400 x 20.355% = $1.073 million 

83 $5,269,400 x 46.697% = $2.461 million 
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(A) Yes. As of 12/31/19, GSWC’s overhead pool balance in the General Office was 

$2,555,243. The overhead pool accounts are a type of clearing account included within 

the CWIP accounts.84 As stated in the Prepared Testimony of Jimmy Cheung, “[a]s 

approved in previous water general rate case applications, GSWC carries forward the 

overhead balances and will zero out the overhead pools at the end of the rate cycle by 

allocating any residual balances to current year projects.”85 The last year of 

GSWC’s current rate cycle is 2021. As such, these costs were appropriately not zeroed 

out to the capital projects at the end of 2019.  

 

When calculating the amount of General Office CWIP aged greater than one year, Cal 

Advocates improperly allocated the $2.6 million of overhead pool to the General Office 

projects based upon a percentage of aged CWIP per year to total CWIP. Based upon 

this approach, Cal Advocates determined that $1.3 million of the overhead pool should 

be applied to CWIP projects aged greater than one year. This is improper for two 

reasons. First, the overhead rate is adjusted at the beginning of each year based upon 

the projected capital spend for that year with the intent that the overhead pool will be 

relatively small at the end of the GRC cycle when the pool will be zeroed out. As such, 

the $2.6 million at the end of 2019 is to be applied to projects in 2020 and 2021 as costs 

are incurred. No portion of that $2.6 million should be applied to CWIP project costs that 

have been aged greater than one year, which already include overhead from prior years 

that was applied in the year(s) costs were incurred. Secondly, as the overhead pool was 

zeroed out at the end of the last rate cycle in 2018, the amount of costs accumulated 

                                                           

84 Prepared Testimony of Jimmy Cheung at 4:10-11 

85 Id at 14:10-13 (emphasis added) 
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within the $2.6 million overhead pool relate to costs incurred within the same year, 

2019. These costs are not aged greater than one year and therefore do not fall within 

the timeline for removal recommended by Cal Advocates. As a result of this, Cal 

Advocates’ recommendation to remove $5,269,400 of CWIP aged greater than one year 

includes $1,321,824 of the overhead pool balance that is not aged greater than one 

year. Even if Cal Advocates’ proposal to remove CWIP aged greater than one year 

were appropriate (which it is not), this is improper and should be denied.  

 

(Q)  Do you know how Cal Advocates decided to recommend one year as the cut-off period 

for the costs of CWIP projects to be included in rate base? 

(A) It appears that Cal Advocates recommends using one year as the cut-off period 

because, in the 1982 Staff Memo, Staff includes a statement that its recommendation to 

continue the Commission’s then-current (and ongoing) policy of allowing CWIP in rate 

base for water utilities “should not lead the Commission to endorse a similar policy for 

energy and telecommunications utilities where construction time often exceeds one 

year.”86  Cal Advocates’ apparent conclusion that this statement means that costs of 

CWIP projects can be included in rate base only if the project is completed within a year 

is wrong for multiple reasons. The first problem with Cal Advocates’ conclusion is that 

this comment explains why, as a general matter, Staff believed that the Commission’s 

policy regarding including CWIP in rate base for water utilities would not be applicable 

to energy and telecommunications utilities.  But this does not mean that Staff intended 

to restrict the costs of water utility CWIP projects from rate base for the minority of water 

utility projects that did take longer than one year to complete. The second and even 

                                                           

86 1982 Staff Memo at 1. 
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more critical problem is that the 1982 Staff Memo was issued nearly 40 years ago, and 

Cal Advocates fails to take into consideration the many factors that currently impact the 

reasonableness of certain projects taking longer to complete than would have been the 

case four decades ago. I will address this second flaw in Cal Advocates’ reasoning later 

in my testimony. 

 

(Q) What is Cal Advocates’ position with regard to the CWIP amounts being recommended 

for removal from rate base earning interest or AFUDC, and does Cal Advocates 

propose that such CWIP project costs be incorporated into rate base through the advice 

letter process? 

(A) When asked in GSWC Data Request EVM-01, question 5.a., whether Cal Advocates is 

proposing GSWC accrue AFUDC and/or interest on the projects removed from CWIP in 

lieu of including them in CWIP, Cal Advocates’ response was “No.”87 In addition, when 

asked in question 5.b. of the same data request whether Cal Advocates is proposing to 

convert these projects into advice letter projects, Cal Advocates’ response was “No.”88 

GSWC is concerned that Cal Advocates does not understand the Commission’s 

fundamental principle underlying CWIP treatment: that utilities should be allowed to 

cover the carrying costs of their investments for ratemaking purposes. If these amounts 

are removed from CWIP, then there needs to be a mechanism for GSWC to earn its 

entitled return on its investment, if not through rate base then through AFUDC, and 

there needs to be a mechanism to add back into rate base any CWIP project costs that 

are removed from rate base when the projects become used and useful. If capital spend 

                                                           

87 Attachment 4 - Cal Advocates response to Data Request EVM-01, question 5.a. 

88 Attachment 4 - Cal Advocates response to Data Request EVM-01, question 5.b. 
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incurred while projects are under construction is not allowed to earn the authorized cost 

of capital through the CWIP process, it could hinder the utility’s ability to have sufficient 

cash flow to cover the interest cost on the debt borrowed to fund the projects.  

 

(Q) What Commission precedent does Cal Advocates cite to support its position? 

(A) None. In fact, Cal Advocates fails to mention the outcome of a recent Commission GRC 

Decision (D.18-12-021) whereby Cal Advocates attempted to recommend a similar 

approach in California American’s (Cal-Am) GRC (A.16-07-002). It is concerning that 

Cal Advocates fails to acknowledge Commission precedent and once again chooses to 

take a similar position without any modifications when this position was already denied 

by the Commission as recently as 2018.   

 

(Q) Was Cal-Am’s methodology used for CWIP in A.16-07-002 consistent with the 

methodology being used by GSWC in this GRC? 

(A) Yes. As the Commission states in D.18-12-021: 

 

“The Commission has historically authorized Cal-Am to use CWIP for 

its investments with the exception of certain projects subject to advice 

letter recognition or projects ordered by the Commission to be treated 

separately for ratemaking purposes. Cal-Am uses its 2015-year-end 

CWIP balance to forecast CWIP amounts for TY 2018 and 2019.”89  

 

This is the same exact approach GSWC is using in this GRC.  

                                                           

89 D.18-12-021 at 195. 
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(Q)  What was the Commission’s conclusion in California American’s GRC (D.18-12-021)? 

(A) The Commission denied Cal Advocates recommendations to “forecast TY 2018 and 

2019 CWIP amounts by removing any CWIP amount aged longer than one year from 

the total 2015 CWIP ending balance used for ratemaking purposes.”90  This is the same 

approach that Cal Advocates is attempting to recommend once again in GSWC’s GRC. 

In D.18-12-021, the Commission supports its decision to reject Cal Advocates’ 

recommendation by stating: 

 

“We find Cal-Am’s methodology for estimating CWIP to be 

consistent with how these costs have been estimated in the past 

and approve the continued use of this methodology for estimating 

CWIP in TY 2018 and 2019. Although ORA raises valid concerns 

regarding costs in CWIP that are aged several years, we find 

several issues with ORA’s proposed methodology. We are 

unfamiliar with a Commission decision that adopts ORA’s proposed 

methodology and indeed ORA cites to none. ORA does not provide 

adequate justification as to why all costs aged over one year should 

be deemed unreasonable. ORA’s methodology does not 

differentiate by project or make any allowances for the fact that 

there may be legitimate reasons why a project may take longer 

than one year to complete. If work on a project continues to 

proceed at a reasonable pace and money is regularly being booked 

                                                           

90 Id. 
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to the project, it may be reasonable for costs associated with the 

project to remain in CWIP. We find that a reasonable approach to 

addressing ORA’s concerns regarding costs in CWIP that are aged 

several years is to examine the status of the projects that remain in 

CWIP and to remove projects as warranted.”91  

 

Notwithstanding this incontrovertible direction from the Commission, Cal Advocates 

made no effort to assess the causes for delay associated with the relatively small 

percentage of GSWC’s CWIP projects that have remained in CWIP for an extended 

period of time. Instead, Cal Advocates disregarded the Commission’s direction in 

D.18-12-021 and simply recommended a blanket removal from rate base of CWIP costs 

associated with any project that has been in CWIP for more than a single year. 

 

(Q) How do you know that Cal Advocates failed to examine the status of each project to 

assess whether there may be legitimate reasons why such project may take longer than 

one year to complete (i.e., that it may be reasonable for GSWC to incur costs 

associated with a CWIP project for more than a year and include the CWIP in rate 

base)?  

(A) Cal Advocates confirmed this in response to GSWC Water Data Request EVM-01, 

Question 6, in which GSWC posed the same exact question. Cal Advocates’ response 

to whether they examined the status of each project to assess the reasonableness of 

the timeline was, “No; Cal Advocates adhered to Staff’s recommendation for CWIP to 

be included in ratebase based on Staff’s underlying assumptions expressed in 

                                                           

91 Id. at 197.  
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Attachment 2-1 of Reports and Recommendations on CWIP and Special Request 7.”92  

Attachment 2-1 is the 1982 Staff Memo, which as explained in detail above, nowhere 

recommends removing from rate base costs of projects that have been in CWIP for 

more than one year. Accordingly, there is nothing in the 1982 Staff Memo for Cal 

Advocates to have “adhered to” in this regard. 

 

(Q) Why did Cal Advocates err in not assessing the status of each project that remains in 

CWIP prior to making its recommendation? 

(A) As stated in D.18-12-021, “(i)f work on a project continues to proceed at a reasonable 

pace and money is regularly being booked to the project, it may be reasonable for costs 

associated with the project to remain in CWIP.”93 Had Cal Advocates complied with the 

conclusions of the Commission in D.18-12-021 and assessed the status of each project 

rather than taking a blanket approach, they would have found that this would have been 

the case for GSWC’s projects included in CWIP for more than one year. For instance, of 

the $9.7 million of CWIP that Cal Advocates proposes to remove from the operating 

districts, approximately $2 million, or 21%, of the balance relates to a single project. 

GSWC has been involved in environmental remediation and clean-up at one of its plant 

sites that contained an underground storage tank, which was used to store gasoline for 

its vehicles. This tank was removed from the ground in July 1990 along with the 

dispenser and ancillary piping, and GSWC has incurred significant removal costs 

associated with remediation activities at the site. GSWC is obligated to continue with the 

clean-up of this site until the requirements for closure are met and signed-off by the Los 

                                                           

92 Attachment 4 - Cal Advocates response to Data Request EVM-01, question 6. 

93 D.18-12-021 at 197. 
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Angeles Water Resources Control Board. Failure to fully remediate the site will lead to 

an immediate administrative civil liability order including penalties and ultimately criminal 

legal action. These remediation activities are still ongoing because the site has not met 

the Low Threat Underground Storage Tank Closure Policy criteria determined by the 

State Water Resource Control Board. GSWC has undertaken additional remedial 

actions to meet the closure criteria and is currently in the process of conducting the 

required monitoring following the remedial actions to demonstrate the criteria have been 

met. May 2021 will mark one full year since the last set of remediation compounds were 

removed. Following the two years of monitoring, site closure potential will be assessed. 

If applicable, a site closure report will be submitted to the Los Angeles Water Resources 

Control Board seeking approval for site closure and post closure monitoring 

requirements. As GSWC has been prudently undertaking this work in compliance with 

legal requirements and the duration of this work is outside GSWC’s reasonable control, 

it is entirely reasonable for these costs to remain in CWIP for inclusion in rate base. 

Further, of the remaining $7.7 million, $4.4 million is associated with projects that have 

in fact been completed and placed into service as of March 1, 2021.  

 

Similarly, for the General Office, of the $5.3 million of CWIP that Cal Advocates 

proposes to remove from rate base, approximately $5 million, or 94%, of the balance is 

associated with projects that have already been completed and placed into service as of 

March 1, 2021.  Once again Cal Advocates did not review specific projects in the 

General Office to determine whether or not the timeline for each project was 

reasonable. For instance, approximately $359,000 of the amount Cal Advocates 

recommends to be removed from CWIP relates to the development of the General Rate 

Case RO model that was approved as a capital project in the prior GRC and is being 
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utilized as GSWC’s RO model in this Application. It is not unreasonable for the 

preparation of a General Rate Case to take in excess of one year to prepare. GSWC 

began working closely with a consultant to develop the model during the planning phase 

of the GRC preparation process. GSWC continued to work with the consultant all the 

way up to GSWC’s filing of its Application to ensure that the model was functioning 

properly and complete. As such, it is not unreasonable for this project to remain in 

CWIP for greater than one year and should not be removed. Section II of the Rebuttal 

Testimony of Elizabeth V. McDonough and Dane T. Sinagra sets forth additional, 

specific examples of projects in CWIP that are moving at a reasonable pace given their 

particular circumstances. Cal Advocates did not offer any legitimate justification to 

remove the aged CWIP projects but instead, arbitrarily removed expenditures of a 

certain age from CWIP.   

 

Moreover, as already explained, in the case of pipeline projects, Cal Advocates took 

their recommendation one step further by disallowing all recorded CWIP and proposed 

additional funding for any pipeline project that “exceeds the timeframe that construction 

projects should reasonably remain in CWIP earning a shareholder return without 

providing customer benefit.”94 Here too, Cal Advocates fails to assess each project on 

its own merits to determine if there is a reasonable explanation for the project’s timeline 

or whether there is a justifiable need for the project, such that it will benefit GSWC’s 

customers. Cal Advocates’ blanket approach is unsubstantiated and contrary to 

Commission guidance.  

 

                                                           

94 Report and Recommendations on Pipeline Replacement at 13-14, 20, 23 and 28. 
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(Q) What other issues do you have with Cal Advocates’ proposed methodology? 

(A) Cal Advocates’ overriding justification for proposing to remove all CWIP expenditures 

greater than one year is unsupported. As already explained in detail, Cal Advocates’ 

proposal is not supported by Staff’s recommendations in the 1982 Staff Memo but 

instead is premised upon limited data extracted from the 1982 Staff Memo.  Cal 

Advocates’ position is also out of step with the Commission-adopted 2005 Water Action 

Plan. The 2005 Water Action plan is clear in its recommendation regarding the inclusion 

of CWIP in rate base, stating:  

 

 

“For utilities, the costs of investing in new water plant and related 

equipment can be financially daunting. Typically, utilities recover 

such costs either through Allowance for Funds Used During 

Construction (AFUDC) or as Construction Work in Progress 

(CWIP). AFUDC does not provide utilities with needed cash flow for 

significant investments, and results in higher costs to customers 

due to higher carrying charges on invested capital.  

 

Sharp increases in rates over a short period of time can provide 

substantial financial challenges to ratepayers. With Construction 

Work in Progress, it is possible to “level-off” plant investment start-

up costs by averaging those costs over several billing periods, and 

ratepayers are better able to allocate the funds required to pay their 

bills. The overall costs of the plant are reduced, because the water 

utility has lower interest payments, and the ratepayers benefit from 
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the resulting lower rates. Water utilities also benefit from having 

start-up costs averaged over several billing periods early during the 

investment cycle, rather than having to wait until the plant actually 

is ready for service (as they would if AFUDC were used instead). 

For certain long-term projects, the Commission will consider 

accounting for Construction Work in Progress in rate base as the 

appropriate policy.”95 

 

The 2005 Water Action Plan does not include any restriction requiring CWIP projects to 

be completed within one year in order for the attendant CWIP costs to be included in 

rate base. Rather, the 2005 Water Action Plan sets forth the Commission’s 

determination that the inclusion of ongoing projects in rate base through CWIP 

accounting provides benefits to both water utilities and their customers, and, similar to 

the Commission’s approach reflected in D.18-12-021, contemplates a case-by-case 

assessment with regard to long-term projects. Nothing in the 2005 Water Action Plan 

supports a blanket removal from rate base of CWIP costs associated with projects that 

have been in CWIP for more than a single year. 

 

(Q)  Would you please summarize your concerns regarding Cal Advocates’ reliance on the 

1982 Staff Memo as the basis for its recommendation? 

                                                           

95 2005 Water Action Plant at 21-22 

(https://www.cpuc.ca.gov/uploadedFiles/CPUC_Public_Website/Content/Utilities_and_Industries/Water/water_acti

on_plan_final_12_27_05.pdf). 
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(A) First, Cal Advocates bases its position on a nearly 40-year-old Staff report that includes 

an analysis which determined that, four decades ago, the average timeline for 

constructing a capital project was four months. Given the significant increase in state 

and federal regulations, environmental concerns, city ordinances and permitting 

procedures over the last 40 years, it is inconceivable that the average timeline for 

constructing a project in 1980 would be comparable to 2021.  To the contrary, over the 

years, these factors have caused construction times to continue to increase.  Section II 

of the Rebuttal Testimony of Elizabeth V. McDonough and Dane T. Sinagra includes a 

detailed discussion regarding the factors that can result in prolonged construction 

timelines.  

 

When asked in GSWC’s Data Request EVM-01, Question 2.a. (see Attachment 4), 

whether Cal Advocates performed an analysis to assess the average completion of 

investor owned utilities’ capital projects more recently than 1982, Cal Advocates 

responded: “No; Cal Advocates adhered to Staff’s recommendation for CWIP to be 

included in ratebase based on Staff’s underlying assumptions expressed in Attachment 

2-1 of Reports and Recommendations on CWIP and Special Request 7.”96 Accordingly, 

Cal Advocates simply ignored the vast changes in the industry and regulation that have 

occurred since the issuance of the 1982 Staff Memorandum. To the extent that there 

was anything in the 1982 Staff Memorandum that would have supported Cal Advocates’ 

proposal to restrict CWIP accounting to CWIP projects completed within a year, that 

data would be meaningless for the same purpose in 2021. Moreover, Cal Advocates 

does not assess whether or not the projects included in GSWC’s CWIP that are aged 

                                                           

96 Attachment 4 - Cal Advocates response to Data Request EVM-01, question 2.a. 
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greater than one year are reasonable and instead relies on outdated data to form its 

blanket recommendation.  This is particularly problematic because Cal Advocates 

disregards the Commission’s directives issued just a few years ago, in D.18-12-021. 

 

Second, even if, back in 1982, Staff had recommended that project costs be disallowed 

from CWIP if the particular water utility project ultimately takes longer than one year to 

complete (which Staff did not recommend), the 1982 Staff Memo expresses the position 

of the Revenue Requirements Division and is not precedential. That is, the Commission 

did not issue any formal decision that adopted the findings in the 1982 Staff Memo on 

which Cal Advocates seeks to rely.  In fact, the first sentence of the 1982 Staff Memo 

states: “It is recommended that the current policy of including construction work in 

progress (CWIP) in rate base for water utilities be continued.”97 In order for a policy to 

be recommended “to be continued”, it would previously need to have been established 

as existing policy. This clearly demonstrates that, prior to the 1982 Staff Memo, the 

Commission had allowed CWIP in rate base as a general matter, and the Commission 

has not thereafter issued a decision narrowing that allowance to apply only to CWIP for 

projects completed within one year. Moreover, as previously explained, nowhere therein 

does the 1982 Staff Memo state that construction projects with durations of more than a 

year should be summarily disallowed from CWIP, which would result in unfair reductions 

in utilities’ cost of service.  

 

Third, Cal Advocates incorrectly relies on another limited and outdated analysis in the 

1982 Staff Memo—that CWIP of the 5 utilities that Staff studied (out of 400) had, on 

                                                           

97 1982 Staff Memo at 1. 
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average, CWIP equal to 0.4% of its total plant—to suggest that GSWC carries too many 

costs in CWIP, stating:  “GSWC’s CWIP amount as [a] percentage of total utility plant in 

service averages 7.0% in 2020, 6.5% in 2021, 6.2% in 2022, and 5.9% in 2023, an 

order of magnitude greater than the Staff’s calculation of 0.4%.”98  Cal Advocates then 

goes on to compare GSWC with one Class A Water Utility, Suburban Water Systems, in 

an attempt to demonstrate that GSWC’s CWIP balances are high as a percentage of 

total utility plant in service.99  Cal Advocates’ position is flawed for multiple reasons. One 

flaw is that Cal Advocates fails to acknowledge that, with 2020 CWIP equal to 2.3% of 

plant in service, even Suburban Water Systems’ 2020 CWIP as a percentage of utility 

plant in service is “an order of magnitude greater than the Staff’s calculation of 0.4%”, 

demonstrating that the data in the 1982 Staff Memo is too outdated to be relied upon in 

2021. Another flaw is that, to support its position, Cal Advocates limits the comparison 

only to Suburban Water Systems, rather than providing a comparison with any other 

Class A Water Utility.  Just a cursory look at the 2019 Form 10-K of California Water 

Group, an investor-owned utility that is more comparable in size to GSWC than 

Suburban Water Systems, reveals that Cal Water’s CWIP, as a percentage of utility 

plant in service for 2019, is approximately 7%, which is in line with GSWC’s 

percentage.100  Moreover, Cal Advocates fails to take into account that CWIP balances 

can and do fluctuate from year to year depending on the types of projects included 

                                                           

98 Report and Recommendations on Construction-Work-In-Progress and Special Request 7 at 18, lines 2-4. 

99 Id. at 18, lines 5-7. 

100 California Water Service Group 2019 Form 10-K ($245,169 CWIP/ $3,550,485 Total Utility Plant =7%) at 49 

(https://www.sec.gov/ix?doc=/Archives/edgar/data/1035201/000103520120000002/cwt-12312019x10k.htm). 
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within the CWIP balance at each point in time. And, as noted above, there are various 

reasonable factors that can delay the timing of certain construction projects.  

 

(Q) Do you have other concerns with Cal Advocates’ recommendations in Chapter 2 of its 

Report and Recommendations on CWIP and Special Request 7? 

(A) Yes.  In Subsection III.G., Cal Advocates again erroneously relies on the 1982 Staff 

Memo to justify removing from rate base CWIP for several projects that were previously 

approved by the Commission but are not expected to be completed until between 2021 

and 2022.  For all of the reasons previously discussed, there is no legitimate basis 

supporting Cal Advocates’ recommendation to disallow CWIP to be included in rate 

base for any of GSWC’s CWIP projects.  But Cal Advocates’ recommendation is 

particularly misplaced for these 9 projects, because each is scheduled to be completed 

in 2021 or in 2022.  That is, based on their projected timelines, each of these projects 

will become “used and useful” by or before this GRC’s test years (2022 and 2023).  

 

(Q) Do you have other concerns with Cal Advocates’ recommendations in Chapter 2 of its 

Report and Recommendations on CWIP and Special Request 7? 

(A) Yes.  In Subsection III.I., Cal Advocates argues that the Commission should apply the 

same blanket restriction that would limit the inclusion of CWIP in rate base if projects 

are not completed within a single year to certain projects that the Commission had 

previously denied, GSWC moved forward with constructing, and GSWC requests in this 

GRC to include in CWIP.  Here too, there is no legitimate basis for Cal Advocates’ 

recommendation.  Each of the CWIP projects referenced in Subsection III.I with aged 

items that Cal Advocates recommends be denied CWIP treatment should be evaluated 

on its own merits regardless of when the project was initiated. 
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(Q)  Does this conclude your testimony regarding this CWIP matter? 

(A) Yes. Cal Advocates’ recommendation to remove CWIP amounts aged more than one 

year from year-end 2019 CWIP is contrary to the Commission’s determinations in D.18-

12-021 and unsupported.  Cal Advocates (1) fails to cite Commission precedent 

justifying its recommendations, (2) relies upon outdated information from the 1982 Staff 

Memorandum that does not reflect the current realities of how water utility capital 

projects are planned, scheduled and constructed, (3) makes recommendations from the 

outdated data in the 1982 Staff Memorandum that were never made by Staff (and, even 

if Cal Advocates’ positions had been recommended by Staff, those positions were never 

adopted by the Commission and were in fact specifically rejected by the Commission in 

D.18-12-021), and (4) does not differentiate by project or make any allowances for the 

fact that there may be legitimate reasons why a project may take longer than one year 

to complete. Further, Cal Advocates fails to acknowledge Commission past practices 

and precedent, which has supported the methodology of including CWIP in rate base for 

ratemaking purposes and has allowed for utilities who do not include CWIP in rate base 

to earn AFUDC and capitalize interest on its CWIP.  

 

Based upon the foregoing factors, the Commission should reject Cal Advocates’ 

recommendations and allow GSWC’s 2019 CWIP, in its entirety, to be included in rate 

base consistent with GSWC’s prior GRCs and Commission precedent, which has 

explicitly allowed CWIP in rate base for water utilities regardless of how long 

construction takes. Additionally, the Commission should allow all CWIP pipeline project 

amounts, including 2019 CWIP and proposed additional funding for the years 2020-

2023.  Cal Advocates’ recommendation for the costs of the pipeline CWIP projects to be 
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removed from rate base suffers from the same flaws as for the non-pipeline CWIP 

projects, and more. That is, the unexplained inconsistency in Cal Advocates’ 

recommendations regarding pipeline versus non-pipeline projects suggests that Cal 

Advocates’ pipeline witness, Mr. Ibrahim, did not understand Mr. Ly’s analysis for non-

pipeline projects, notwithstanding that he is relying on his analysis to justify his 

recommendations regarding the pipeline projects.  

 

(Q) Is there any other CWIP matter you would like to discuss? 

(A) Yes. I would like to discuss Cal Advocates’ recommendation in subsections III.E. 

“Inactive and Standby Assets” and III.F. “Removal of Not Used and Useful Land” to 

remove not used and useful assets from plant.101 

 

(Q)  Do you have concerns with Cal Advocates’ recommendation to remove not used and 

useful assets from plant? 

(A)  Yes. In support of its assertion, Cal Advocates cites only one code provision, California 

Public Utilities Code Section 455.5 (“Section 455.5”), but ignores other portions of 

Section 455.5 that are just as applicable. Cal Advocates correctly points out that 

Subsection (a) of Section 455.5 states: 

 

“In establishing rates for any electrical, gas, heat, or water corporation, the 

commission may eliminate consideration of the value of any portion of any 

electric, gas, heat, or water generation or production facility which, after having 

been placed in service, remains out of service for nine or more consecutive 

                                                           

101 Report and Recommendations on Construction-Work-In-Progress and Special Request 7 at 20-22 



JON PIEROTTI REBUTTAL TESTIMONY Cont. 

71 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

months, and may disallow any expenses related to that facility (emphasis 

added).”102 

 

 However, Cal Advocates leaves out the next sentence of Subsection (a) of Section 

455.5 which states: 

 

“Upon eliminating consideration of any portion of a facility or disallowing any 

expenses related thereto under this section, the commission shall reduce the 

rates of the corporation accordingly and shall, for accounting purposes, record 

the value of that portion of the facility in a deferred debit account and shall treat 

this account similar to the treatment of the allowance for funds used during 

construction.”103 

 

While Cal Advocates utilizes Subsection (a) of Section 455.5 to support its 

recommendation to remove assets from rate base, it ignores the portion of Subsection 

(a) of Section 455.5 which allows for the removed assets to track allowance for funds 

used during construction in a separate deferred debit account for future recovery. 

Additionally, Cal Advocates failed to cite subsection (f) of Section 455.5 in its testimony, 

which defines what a “water generation or production facility” is for purposes of Section 

455.5. Subsection (f) of Section 455.5 states: 

 

“For purposes of this section, an electric, gas, heat, or water generation or 

                                                           

102 Cal. Pub. Util. Code § 455.5(a). 

103 Ibid. 
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production facility includes only such a facility that the commission determines to 

be a major facility of the corporation[.]”104 

 

In Commission Decision 07-09-021, the Commission defined what constitutes a “major 

facility” for a water utility for purposes of Section 455.5, stating that: 

 

“We [the Commission] adopt the following Section 455.5 definition for water 

utilities: 

 

For water utilities, a “major generation or production facility” for purposes of the 

requirements of Pub. Util. Code § 455.5 is a facility or combination of facilities, 

such as wells, interconnections, surface water diversion structures, and/or 

treatment facilities, that: (a) produces water of a quality suitable for delivery into 

the distribution system of the utility or into storage for eventual delivery to 

customers; (b) is accounted for as "Source of Supply Plant” in Accounts 311 

through 317 of the Uniform System of Accounts for Water Utilities, or as 

“Pumping Plant” in Accounts 321 through 325, or as “Water Treatment Plant” in 

Accounts 331 and 332; and (3) has a Net Plant Value of at least $3,000,000 in 

the case of a Class A water company… 

 

“Net Plant Value” means recorded plant in service minus accumulated 

depreciation.”105 

                                                           

104 Cal. Pub. Util. Code § 455.5(f). 

105 D.07-09-021 at Ordering Paragraph 3 (emphasis added). 
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Contrary to Cal Advocates’ assertions, Section 455.5 does not support Cal Advocates’ 

recommendations because none of the assets identified have a Net Plant Value of at 

least $3,000,000. Further, the vacant land that Cal Advocates proposes to be removed 

from rate base106 does not quality as a “major generation or production facility” because 

it is not “accounted for as “Source of Plant” in Accounts 311 through 317 of the Uniform 

System of Accounts for Water Utilities, or as “Pumping Plant” in Accounts 321 through 

325, or as “Water Treatment Plant” in Accounts 331 and 332.”107 Accordingly, contrary 

to Cal Advocates’ assertion, Section 455.5 does not support its recommendation that 

the assets identified to be removed from rate base and their associated expenses be 

disallowed. 

 

(Q) What other concerns do you have with Cal Advocates’ recommendation to remove not 

used and useful assets from plant? 

(A) Cal Advocates does not follow proper accounting treatment in its recommendation to 

remove not used and useful assets from plant. Commission Standard Practice U-38-W, 

Uniform System of Accounts for Class A Water Utilities (USOA), directs utilities to 

remove assets from utility plant as follows: 

 

“When a unit of property is retired from utility plant, with or without replacement, 

the book costs thereof shall be credited to the utility plant account in which it is 

included, determined in the manner set forth in paragraph D, below. If the unit of 

                                                           

106 Report and Recommendations on Construction-Work-In-Progress and Special Request 7 at 21-22. 

107 D.07-09-021 at Ordering Paragraph 3 
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property is of a depreciable class the book cost of the unit retired and credited to 

utility plant shall be charged to the depreciation reserve provided for such 

property (emphasis added).” 108 

 

In accordance with USOA, the original cost of the facilities should be deducted from 

both utility plant in service (as a credit) and accumulated depreciation (as a debit), 

which creates a net zero impact to rate base. The land is deducted from utility plant in 

service only (as a credit) since land is not a depreciable asset, which creates a 

reduction in rate base equivalent to the book value of the land. As such, the proper 

accounting treatment is to retire these facilities from GSWC’s accounting books and to 

move the land assets to non-utility plant.  Instead, Cal Advocates removes the original 

cost of the assets from utility plant in service with no corresponding adjustment to 

accumulated depreciation resulting in an understatement of rate base. Further, Cal 

Advocates incorrectly adjusts plant in 2014 in its workpapers even though the 

Commission has authorized these assets to be in rate base in GSWC’s prior GRC 

which covers the rate cycle 2019-2021. As stated above, the appropriate treatment is to 

retire the plant assets and move the land assets to non-utility plant in the cycle covered 

by this proceeding, 2022-2024, and not make retroactive adjustments to a prior rate 

cycle.  

 

(Q) Are all of the assets identified by Cal Advocates to be removed from plant considered 

Not Used and Useful? 

                                                           

108 Standard Practice U-38-W (November 2016) at A60 (Utility Plant Instruction 12.B.(2)). 
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(A) No. Cal Advocates incorrectly identifies the Margarita Well 1 as Not Used and Useful.109  

The Margarita Well 1 is used to monitor the groundwater levels in the Margarita Well 

field as well as a monitoring well for the Chino Basin Watermaster. This asset is 

currently being utilized and therefore should remain in plant.   

 

(Q)  Is there anything else you would like to discuss regarding CWIP? 

(A) Yes. In response to GSWC data request JP-05 (see Attachment 5), Cal Advocates 

confirmed that the 2019 CWIP amount included in Cal Advocates’ RO Model (3/2) 

workpaper “SEC-50_RB_Plant”, tab IN_CWIP, cell J25, for Arden Cordova of 

$5,455,078 excludes $21,458 for the Las Casas Pipeline which was incorrectly removed 

by Cal Advocates. The 2019 CWIP amount for the Arden-Cordova CSA should be 

corrected from $5,455,078 to $5,476,536 in Cal Advocates’ RO Model.110 

 

V. Cal Advocates Report and Recommendations on Taxes Other Than Income, 

Income Taxes, Depreciation and Working Cash, Chapter 4: Working Cash 

 

(Q) What would you like to discuss next? 

(A) Cal Advocates’ Report and Recommendation on Taxes Other Than Income, Income 

Taxes, Depreciation and Working Cash, specifically Chapter 4: Working Cash.   

 

(Q) Does Cal Advocates agree with GSWC’s forecast for working cash? 

                                                           

109 Report and Recommendations on Construction-Work-In-Progress and Special Request 7 at 21, Table 2-8. 

110 Attachment 5 - GSWC Data Request JP-05 (CWIP Follow Up), response to Question 1. 
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(A) Cal Advocates generally agrees with GSWC’s methodology of calculating lead/lag 

days111, however, Cal Advocates adjusted GSWC’s lag days for Common Customer 

Account, Allocated GO and District Expenses and removed the Water Revenue 

Adjustment Mechanism (“WRAM”) / Modified Cost Balancing Account (“MCBA”) 

balances from the revenue lag day calculation. 

 

Payroll Tax Lead/Lag Days 

 

(Q) Did Cal Advocates agree with GSWC to use 12.5 lag days for payroll taxes? 

(A) Yes. In its Application, GSWC stated that it pays its payroll taxes on the same day that it 

pays its payroll and therefore, GSWC is proposing to update its payroll taxes lag days to 

more appropriately reflect the lag period.112  Cal Advocates agreed and does not object 

to GSWC’s proposed payroll taxes lag days of 12.5.113  

 

Allocated GO and District Office Expenses and Common Customer Account Lead/Lag  

Days 

 

(Q)  How is lead lag calculated in the GO? 

                                                           

111 Report and Recommendation on Taxes Other Than Income, Income Taxes, Depreciation and Working Cash at 

23:8-9. 

112 Prepared Testimony of Jon Pierotti at 73:12-13 and 16-17. 

113 Report and Recommendation on Taxes Other Than Income, Income Taxes, Depreciation and Working Cash, 

at 23:16-20. 
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(A) Expense lead lag days are calculated in each ratemaking area (“RMA”) by applying the 

lead lag days to each forecasted test year expense item to determine a total expense 

lead lag day for each RMA. Using the same methodology as the RMAs, GSWC 

calculates the lead lag days for each test year expense in the GO to come up with the 

total lead lag days for GO expenses. As stated in my prepared testimony, GSWC used 

the same GO lead lag days and methodology as the prior GRC, A.17-07-010, to 

develop the lead lag days for the General Office.114 

 

(Q) How did the application of the methodology in this GRC differ from the prior GRC?  

(A) In the prior GRC, GSWC calculated the lead lag days for the GO and applied the lead 

lag to TOTAL GO 2019 test year expense, which includes three segments: GO Utility 

Support Services (GO-U), GO COPS (GO-W), and GO Corporate Support (GO-A).  In 

the instant proceeding, GSWC more appropriately applied the lead lag days to each 

individual GO segment’s 2022 test year expense instead of all GO segments at once as 

this provides for a more accurate working cash forecast for each GO segment. For 

instance, since the Common Customer Account expenses in the ratemaking areas are 

actually allocated GO-U expenses, GSWC applied the GO-U lead lag days to that line 

item.  Likewise, since Allocated GO and District Office Expense includes allocated GO-

W and GO-A, it is more appropriate to apply the combined lead lag days for GO-W (0.3) 

and GO-A (-5.7), and exclude GO-U.  As such, the change from the prior GRC was 

simply to break out the GO segments and apply the appropriate lead lag days for each 

GO segment to the GO expense line item in the RMA Summary of Earnings.  GSWC 

deemed it is more appropriate to calculate a composite weighted lag days’ figure for 

                                                           

114 Prepared Testimony of Jon Pierotti at 74:7-8. 
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each GO segment separately based on the individual expense line item in the Summary 

of Earnings for that segment.   

 

The Common Customer Account in the GO-U SOE includes customer billing related 

expenses such as billing supplies, printing fees, electronic bill payment and presentation 

fees, etc. In the previous GRC, GSWC applied the GO-U Common Customer Account 

calculated lag days of 45 to the Common Customer Account expenses for each RMA. 

The lag days were derived based upon a lag study of GO-U Common Customer 

Account expenses, which represented only a portion of the GO-U expenses that are 

allocated to each RMA. The Common Customer Account expense in each RMA 

includes allocated expense for the entire GO-U segment.  Instead of using only the lead 

lag days for GO-U Common Customer Account expense in each RMA, it is more 

appropriate to use the aggregate GO Utility Support lead lag days for the entire GO-U 

segment. In this GRC, the aggregate lead lag days for GO-U is appropriately applied to 

the Common Customer Account expense in each RMA consistent with how GO-U 

expenses are allocated to each RMA.   

 

(Q) Did Cal Advocates agree with GSWC’s application of its lead lag methodology in the 

current GRC? 

(A) No.  Cal Advocates recommends that the Commission deny GSWC’s request to change 

the Common Customer Account lead lag days for the RMAs, stating that no evidence 

was provided to justify these changes.115  Cal Advocates also recommends the 

                                                           
115 Report and Recommendation on Taxes Other Than Income, Income Taxes, Depreciation and Working Cash, 
at 24:18-20 



JON PIEROTTI REBUTTAL TESTIMONY Cont. 

79 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Commission should deny GSWC’s proposed lead/lag days change from 0.8 lag days to 

-5.4 lead days for the Allocated GO and District Office expenses.116 

 

(Q) Do you agree with Cal Advocates’ recommendation? 

(A) No.  By not allowing the GO lag days to be calculated utilizing the expenses forecasted 

in the current GRC, Cal Advocates’ recommendation results in an outdated and 

incorrect application of lead lag for Allocated GO and District Office expenses. In 

response to data request HMC-007 Q.1 (see Attachment 6), GSWC provided a 

detailed explanation of its proposed methodology for Allocated GO and District Office 

expenses.  Cal Advocates either chose to ignore this information or fails to understand 

that GSWC did not change the methodology of how lead lag days are calculated for GO 

expenses. GSWC used the same methodology to calculate lead lag days as used in 

prior GRCs, including the 2017 GRC, and took this methodology one step further in this 

GRC to appropriately calculate each of GSWC’s GO segments (GO Utility, GO 

Corporate Support and GO COPS) average lag days separately. The lead/lag 

calculations were provided in the RO Model excel workbook “SEC-10_SEC” tab “WC 

Lead lag Calc” cells AO26 and AW26. 

 

Furthermore, GSWC provided sufficient justification for recommending 2.7 days for 

Common Customer Account in the RMAs in its Application and reiterated its position 

in response to a data request.117  Specifically, GSWC supported its position by 

explaining that the Common Customer Account in each RMA includes allocated 

                                                           

116 Id. at 24:22-23 

117 Attachment 6 - GSWC response to Cal Advocates data request HMC 007, Q.1 
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expenses for the entire GO Utility Support Services SOE. As such, GSWC performed 

its lead lag calculation based upon the total amount of GO Utility Support Services 

expenses projected rather than a subset of those expenses,118 as previously utilized 

in A.17-07-010. GSWC believes that the current approach provides a more complete 

and accurate calculation of the Common Customer Account lag days.119  The 

lead/lag calculations for the current GRC were provided in the RO Model excel 

workbook “SEC-10_SOE” tab “WC Lead lag Calc” cell AS26 to support GSWC’s 

recommendation. 

 

GSWC believes that this method is a reasonable reflection of the lead lag days for 

Allocated GO and District Office Expenses and Common Customer Account as 

explained in my prepared testimony.120 Once again, Cal Advocates provides no 

support opposing the reasonableness of GSWC’s request and instead recommends 

denying GSWC’s request stating there was no evidence to justify the change from 

the prior GRC.121 Cal Advocates once again is incorrect.  

 

(Q) Does Cal Advocates provide sufficient rationale to support its recommendation? 

(A) No. Cal Advocates’ concern centers around the decrease in lag days being proposed 

from the prior GRC and does not assess GSWC’s proposal in the instant proceeding 

for reasonableness. The merits of the working cash calculation should be assessed 

                                                           

118 The 45 lag days proposed in A.17-07-010 was calculated utilizing a sample of only two invoices.  

119 Prepared Testimony of Jon Pierotti at 73-74. 

120 Ibid. 

121 Report and Recommendation on Taxes Other Than Income, Income Taxes, Depreciation and Working Cash at 

24:18-20; 25:8-10. 
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separately for each GRC and as stated above, GSWC provided testimony to explain 

why its proposal in the instant proceeding is more appropriate than what was being 

proposed in the prior GRC. Further, the working cash lag days adopted by the 

Commission in the prior GRC was based upon a settlement agreement between Cal 

Advocates (formerly the Office of Ratepayer Advocates) and GSWC.  Therefore, the 

Commission did not specifically take a position on the calculation used to calculate 

the lead lag days for Common Customer Account and Allocated GO and District 

Office Expenses. As such, simply stating that GSWC has not sufficiently justified the 

change in lag days from one GRC to the next is not a supportable position for 

recommending the denial of GSWC’s proposal considering GSWC provided sufficient 

documentation in its prepared testimony and response to a data request to support 

the reasonableness of its proposed position in this GRC. 

  

Conversion of Bi-Monthly to Monthly Billing Cycle Revenue Lag Days 

 

(Q) What would you like to discuss next? 

(A) Next, I will discuss GSWC’s adjustments to its revenue lag day calculations.  

 

(Q)   In its Application, GSWC is proposing to change its customers currently on bi-

monthly billing cycle to a monthly billing cycle in Special Request 6 and adjusts the 

revenue lag days to reflect this change in Region 1 for Arden Cordova, Los Osos, 

Simi Valley, and in Region 3 for Placentia, Los Alamitos, Barstow and San Gabriel.122  

Did Cal Advocates agree with the adjustment in the revenue lag day calculation? 

                                                           

122 Prepared Testimony of Jon Pierotti at 75:4-14 and 16-17; and Prepared Testimony of Brad Powell at 40:15-25. 
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(A) Yes, Cal Advocates recommends approval of GSWC’s Special Request 6 to convert 

bi-monthly billed customers to monthly billing123 and Cal Advocates concurs with the 

change to adjust the revenue lag days.124   

 

WRAM/MCBA 

 

(Q)  Cal Advocates recommends that the Commission deny GSWC’s WRAM/MCBA 

adjustments in the revenue lag day calculations.  Do you agree with Cal Advocates 

removal of the WRAM/MCBA balances from the revenue lag day calculation?     

(A) No.  Cal Advocates states that “An allowance for working cash is the estimate of 

investor funds necessary to cover the timing difference between cash expenditures 

and cash collection.  For ratemaking purposes, a working cash allowance is usually 

calculated through a lead-lag study.”125 Cal Advocates goes on to state, “(p)ositive 

working cash increases rate base and negative working cash decreases rate 

base.”126 GSWC and Cal Advocates seem to agree that as stated in Standard 

Practice U-16-W, “[t]he working cash allowance is a component of rate base”127 and 

“[i]ts purpose is to compensate investors for funds provided by them which are 

permanently committed to the business for the purpose of paying operating expenses 

                                                           

123 Report and Recommendations of Sales, Revenues, Rate Design and Special Requests 6, 11 and 14 at 22:1-2. 

124 Report and Recommendation on Taxes Other Than Income, Income Taxes, Depreciation and Working Cash at 

25:15-18. 

125 Id. at 22:26-28. 

126 Id. at 23:5-6. 

127 Standard Practice U-16-W at 1-2. 
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in advance of receipt of offsetting revenues from its customers and in order to 

maintain minimum bank balances.”128 

 

(Q)  If GSWC and Cal Advocates agree, why does Cal Advocates recommend that the 

WRAM/MCBA balances be removed from the revenue lag day calculation? 

(A) Cal Advocates raises two concerns with including forecasted WRAM balances in the 

revenue lag day calculation; 1) as with all balancing and memorandum accounts the 

WRAM balances earn interest at the 90-day Commercial paper rate129 and 2) 

“[f]orecasting a persistent revenue under- or over-collection in a GRC defies logic, 

since the purpose of a GRC is to establish rates to meet the authorized revenue 

requirement and avoid a revenue shortfall (as well as revenue over-collection).”130 

 

(Q)  Do you agree with Cal Advocates’ first concern that including the WRAM/MCBA lag 

in working cash would allow GSWC to be compensated twice on its WRAM/MCBA? 

(A) Yes. Cal Advocates has a point and I agree we should not have both. My expectation 

is that if the Commission adopts GSWC’s proposal in this GRC to include the 

WRAM/MCBA lag in the working cash calculation, GSWC would no longer accrue 90-

day commercial paper rate on the WRAM/MCBA balances. 

 

(Q)  Is removing the WRAM/MCBA balances from the revenue lag day calculation the 

                                                           

128 Ibid. 

129 Report and Recommendation on Taxes Other Than Income, Income Taxes, Depreciation and Working Cash at 

26:10-11 

130 Id. at 27:10-13. 
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appropriate way to address Cal Advocates’ concerns? 

(A)  No. Cal Advocates’ proposal does not recognize that interest accrued at the 90-day 

commercial paper rate does not fully compensate GSWC for its WRAM/MCBA lag. 

One of the purposes of the WRAM was to remove a utility’s disincentive for 

encouraging water conservation.131 As can been seen in GSWC’s Working Cash 

Workpapers,132 the lag days related to under-collected WRAM/MCBA balances 

ranged from 359 to 507 days. 

 

Lag days extending one year and beyond cannot be funded with short-term 90-day 

commercial paper and therefore the revenue shortfall must be funded with a 

combination of investor equity and increased long-term debt. To address this issue 

GSWC added the WRAM/MCBA lag days to its revenue lag day calculations allowing 

GSWC to earn its authorized rate of return on shareholder funds needed to cover the 

additional lag between the time services are rendered and the receipt of payment of 

cash as a result of the prescribed timing for filing for recovery of the WRAM/MCBA 

balances and the prescribed period of time over which the balances are to be 

recovered. This is the lag day methodology outlined in Standard Practice U-16-W. 

 

Cal Advocates, on the other hand, proposes to remove the WRAM/MCBA balances 

from the revenue lag day calculation on the grounds that GSWC is authorized to 

accrue interest at the 90-day Commercial paper rate. However, the Commission, 

GSWC and Cal Advocates agree that the estimate of investor funds necessary to 

cover the timing difference between cash expenditures and cash collections are to be 

                                                           

131 See, e.g., D.08-02-036 at 27-28; D.08-08-030 at 16. 

132 RO Model, SEC-50_RB_Working Cash; Revenue Data WS-2. 
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included in rate base. As discussed above, accruing interest at the 90-day 

Commercial paper rate will not cover GSWC’s carrying costs related to the 

WRAM/MCBA under-collections. As a result, only allowing interest at the 90-day 

Commercial paper rate increases, rather than removes, a company’s disincentive for 

encouraging water conservation. To properly address the lags days related to the 

WRAM/MCBA, and Cal Advocates’ concern that the WRAM accrues interest at the 

90-day Commercial paper rate, the Commission should either (1) remove the interest 

at the 90-day Commercial paper rate from GSWC’s WRAM/MCBA account and to 

leave the WRAM/MCBA balances in the lag day calculation as GSWC proposed; or 

(2) change the amount of interest GSWC is allowed to accrue on its WRAM/MCBA 

balance from 90-day Commercial paper rate to GSWC’s authorized pre-tax rate of 

return which would justify removing the WRAM/MCBA balances from the revenue lag 

day calculation. 

 

(Q) Do you agree with Cal Advocates that “it is unreasonable to assume that GSWC will 

 acquire the same WRAM/MCBA balances and associated amortizations in the  

 forecasted years?”133 

(A) Yes. It is unreasonable to assume that any forecasted balance will duplicate historical 

balances exactly, however, the Commission accepts the notion that historical 

balances are a reasonable basis for forecasting future activity in the Rate Case 

Plan.134 GSWC based its WRAM balance forecast on GSWC’s 2019 recorded 

WRAM/MCBA balances, which were the most recent balances available at the time 

                                                           

133 Report and Recommendation on Taxes Other Than Income, Income Taxes, Depreciation and Working Cash, 

at 26:5-7. 

134 D.07-05-062 at A-24, footnote 7. 
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of filing the GRC Application. Cal Advocates and GSWC both 1) recognize that there 

is an additional lag between the time services are rendered and the receipt of 

payment of cash as a result of the prescribed timing for filing for recovery of the 

WRAM/MCBA balances, 2) that traditionally revenue lags are addressed in the 

working cash calculations and 3) that working cash is included in rate base and earns 

a return based on GSWC’s most recent authorized rate of return. Though it is true 

that GSWC cannot forecast its future WRAM balances with 100% accuracy, GSWC 

selected a method it deemed the best available to forecast WRAM balances then 

includes that forecast in its revenue lag calculations. Cal Advocates, on the other 

hand, simply dismisses GSWC’s forecast rather than offering an alternative.  

 

VI. Other Rate Base Matters 

 

CWIP and Capital Budget 

 

(Q) What would you like to discuss next? 

(A) I would like to discuss Cal Advocates’ recommendations for GSWC’s CWIP and Capital 

Budget. GSWC identified a number of discrepancies between the CWIP and Capital 

Budget amounts recommended by Cal Advocates in their testimony and the amounts 

included in Cal Advocates’ version of the RO Model submitted on February 16, 2021. 

The majority of the discrepancies resulted from inconsistencies between whether or not 

Cal Advocates analysts’ recommended amounts included or excluded overhead, 

contingency and escalation in its Reports. Additionally, other errors in the RO model 

were identified as noted in the Motion of the Public Advocates Office to Modify the 
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Proceeding Schedule submitted on March 8, 2021. Cal Advocates served an updated 

RO model on March 2, 2021 and amended testimonies on March 8, 2021. 

 

 In order to clarify Cal Advocates’ positions with regards to its recommended amounts for 

capital and CWIP, GSWC submitted Data Request JP-01 to Cal Advocates asking them 

to summarize their recommended capital additions and CWIP amounts as compared to 

GSWC’s recommended capital additions and CWIP amounts. Cal Advocates provided a 

detailed summary for each project as an attachment to the Data Request and 

responded by stating “[p]lease note that the source of the numbers in Attachment A are 

based on revised Cal Advocates’ Result of Operation (RO) model recalibrated on March 

2, 2021. A copy of which is posted to GSWC’s sharepoint folder under “PAO RO Model 

3-2-2021. The numbers in the RO model reflect Cal Advocates’ position and 

recommendation in the testimony.”135 See Attachment 7 for Cal Advocates’ response 

to GSWC Data Request JP-01 along with the summary tables reflecting Cal Advocates’ 

position and recommendation for each of GSWC’s capital and CWIP projects.  

 

(Q) Was Cal Advocates’ response to Data Request JP-01 their final position on CWIP and 

Capital? 

(A) No. As a follow up to Data Request JP-01, GSWC submitted Data Request JP-06 and 

Data Request RH-03 to clarify discrepancies identified between Data Request JP-01, 

Cal Advocates’ RO model and Cal Advocates’ testimony. As a result, Cal Advocates 

identified corrections needed to be made to their response to Data Request JP-01. See 

                                                           

135 Attachment 7 – Cal Advocates’ response to GSWC Data Request JP-01, Question 2.  
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Attachment 8 for Cal Advocates’ response to Data Request JP-06 and Attachment 9 

for Cal Advocates’ response to Data Request RH-03.  

 

Special Request 5: Rate Treatment of Previously Approved Advice Letter Projects 

 

(Q) What would you like to discuss next?  

(A) I would like to discuss Special Request 5: Rate Treatment of Previously Approved 

Advice Letter Projects in this GRC Application. In GSWC’s previous GRC Decision 19-

05-044, the Commission authorized GSWC to include in rates, through the advice letter 

process, seven capital projects, including two projects to construct reservoirs in its 

Region 3 ratemaking area. The amounts authorized by the Commission as part of a 

Settlement Agreement in Decision 19-05-044 were $8,529,500 and $3,248,100 for the 

Golden Reservoir Replacement Project and the College Reservoir Replacement 

Project, respectively.136  

 

 Special Request 5 requests that if either of these two advice letter projects are 

completed and submitted for approval between the time of the filing of this application 

and the implementation of the first test year rates approved in this proceeding that the 

rate base impacts of these capital additions should be incorporated into the final rates 

approved in this proceeding to ensure that they are reflected in rates in 2022 and 

beyond.137     

 

                                                           

136 D.19-05-044, Attachment A – Settlement Agreement at 59. 

137 A.20-07-012 at 26. 
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GSWC requests that (1) if these advice letter projects are not completed in 2021 (i.e. no 

advice letter is submitted in 2021), the Commission grant continued advice letter 

treatment of these projects for the same amount granted in D.19-05-044 into the next 

rate cycle. Alternatively, (2) if the advice letter projects are completed in 2021, however, 

the advice letter is submitted in 2021 but not approved in time to be included in the GRC 

Decision, the Commission grant GSWC the authority to adjust rates at the time the 

advice letter is approved or to include the adjustment in the implementation of the GRC 

rates, if approved between the preparation of the GRC Decision and its implementation, 

to ensure that the additional revenue requirement is reflected in rates going forward 

after approval.138 

 

(Q) Did Cal Advocates oppose this Special Request? 

(A) No. Cal Advocates did not submit any testimony in the record opposing GSWC’s 

Special Request 5. As such, the Commission should approve GSWC’s Special Request 

5.  

 

Overhead 

 

(Q) What would you like to discuss next?  

(A) I would like to discuss overhead applied to GSWC’s capital budgets in this proceeding. 

the Prepared Testimony of Jimmy Cheung states, “[i]f the Commission authorizes a 

different level of capital projects for 2021 through 2023 from what is requested by 

GSWC, either due to a settlement agreement, litigation or a combination of both, the 

                                                           

138 Prepared Testimony of Jon Pierotti at 22:15-24. 
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overhead rate should be updated to reflect the final approved capital additions before 

determining the adopted rate base for rate setting.”139 

 

(Q) Did Cal Advocates oppose GSWC’s request to update overhead once the capital 

budget is finalized in this GRC? 

(A) No. Cal Advocates did not submit any testimony in the record opposing GSWC’s 

request to update the overhead rate to reflect the final approved capital additions before 

determining the adopted rate base for rate setting. As such, the Commission should 

allow for the overhead rate to be updated once the capital budget is finalized in this 

GRC.  

 

(Q) Does that conclude your rebuttal testimony? 

(A) Yes. 

                                                           

139 Prepared Testimony of Jimmy Cheung at 13:9-13. 
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Public Advocates Office 
California Public Utilities Commission 

505 Van Ness Avenue 
San Francisco, CA 94102 
Phone: (415) 703-1584 

http://publicadvocates.ca.gov 

Public Advocates Office Data Response 
A.20-07-012: Golden State Water Company (GSWC)

2022-2024 General Rate Case 

Date:  March 17, 2021 

To: Keith Switzer 
GSWC Vice President, Regulatory Affairs 

Joseph M. Karp 
Attorney for GSWC 

Phone: (909) 394-3600
Email: kswitzer@gswater.com 

Phone: (415) 591-1000 
Email: jkarp@winston.com 

From: Victor Chan 
Public Advocates Office 
Project Lead 

Shanna Foley  
Public Advocates Office 
Attorney 

Mehboob Aslam 
Public Advocates Office 

Phone: (213) 576-7048 
 Email:  victor.chan@cpuc.ca.gov 

 Phone: (213) 620-2465
Email:  shanna.foley@cpuc.ca.gov 

Phone: (213) 576-7781
 Email:  mehboob.aslam@cpuc.ca.gov  

Re:  GSWC Data Request No. JP-03 (GO Allocations) 

GENERAL OBJECTIONS 

The Public Advocates Office provides the following responses to GSWC’s Data Request 

(DR) JP-03 to the Public Advocates Office dated March 10, 2021.   

Questions from GSWC’s DR JP-03 are reproduced below, followed by Public Advocates 

Office Responses, solely for ease of reference.  The Public Advocates Office does not adopt or 

admit any question or any portion of any question as correct or true.  The Public Advocates Office 

reserves the right to supplement, clarify, revise, or correct any or all of the responses and objections 
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A.20-07-017  PUBLIC ADVOCATES OFFICE DATA RESPONSE2 

herein, and to assert additional objections or privileges, in one or more subsequent supplemental 

response(s).  Responses pertaining to questions of law or legal conclusions have been prepared with 

the assistance of counsel. 

The Public Advocates Office objects to each data request to the extent it mischaracterizes 

Public Advocates Office’s Opening Testimony. 

The Public Advocates Office objects to each data request to the extent it is overly broad, 

unduly burdensome, or not reasonably calculated to lead to the discovery of admissible evidence. 

The Public Advocates Office objects to each instruction, definition, and data request to the 

extent that it seeks information or documents protected from disclosure by the attorney-client 

privilege, attorney work product doctrine, or any other applicable privilege. 

The Public Advocates Office objects to each instruction, definition, and data request as 

overbroad and unduly burdensome to the extent it seeks documents or information that are readily 

or more accessible to GSWC from GSWC’s own files, from documents or information in GSWC’s 

possession, or from documents or information that GSWC previously produced to the Public 

Advocates Office.  Responding to such requests would be oppressive, unduly burdensome, and 

unnecessarily expensive, and the burden of responding to such requests is substantially the same or 

less for GSWC as for the Public Advocates Office.  All such documents and information will not be 

produced. 

The Public Advocates Office incorporates by reference every general objection set forth 

above into each specific response set forth below.  A specific response may repeat a general 

objection for emphasis or some other reason.  The failure to include any general objection in any 

specific response does not waive any general objection to that request. 
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Question 1: 
Regarding Chapter 1.E Direct Operating Expense Factor: 

a. Is Cal Advocates aware of direct operating expenses that either ASUS
and/or BVES incur that Golden State does not incur?
b. If so, please list each such direct operating expense by ASUS and/or BVES.
c. If so, please quantify, by percentage of total direct operating expense, each
such operating expense.
d. Other than purchase water expense, are there any other expense categories
at Golden State that should be excluded for similar reason?

ANSWER 1:  
Cal advocates objects to this question as it is vague and appears to misconstrue Cal Advocates 
recommendations to exclude the water expense from the Direct Operating Expenses factor, which is 
fully explained and supported in the Cal Advocates’ report. Notwithstanding the objection, Cal 
Advocates’ answers are as follows: 

ANSWER 1(a):  
Cal Advocates is not aware of the details of the direct operating expenses that either ASUS and/or 
BVES incur that Golden States does not incur. On the other hand, the direct purchased water 
expense that GSWC incurs is an obvious expense that ASUS and BVES do not incur. The exclusion 
of water expense from the direct operating expenses of a water utility for the purpose of ratemaking 
has been established by the Commission and is referenced by Cal Advocates in its testimony. For 
example, Cal Advocates refenced the Commission’s decisions D.07-11-037 and D.10-11-035 (see 
Cal Advocates’ GO report, Public Version, pages: 9-10, Public version). 

ANSWER 1(b): 
Not Applicable, see response to Question 1(a) above. 

ANSWER 1(c): 
Not Applicable, see response to Question 1(a) above. 

ANSWER 1(d): 
Cal advocates objects to this question as it is vague and outside the scope of the witness’s 
testimony. Notwithstanding the objection, Cal Advocates’ answers are as follows: 

Pursuant to the CPUC Standard Practice U-6-W: Allocation of Administrative and General 
Expenses and Common Utility Plant and the Four-Factor Method, which was referenced by Cal 
Advocates (Page 9, footnote 18, public version) the uncollectibles, general expenses, depreciation 
and taxes should also be excluded.   

Question 2:  
Page 7, lines 21 -22 states “(t)hese service contracts are fixed-price contracts, providing 
incentives for ASUS to minimize its operating costs to be more profitable.” Under this 

Attachment 1 
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premise, wouldn’t ASUS also be incentivized to reduce headcount? If no, please explain 
why. 

ANSWER 2: 

Cal advocates objects to this question as it is outside the scope of the witnesses’ testimony and this 
proceeding and calls for speculation by requiring Cal Advocates to speculate on the strategy GSWC 
may or may not utilize in terms of employing an adequate number of headcounts to dispense its 
contractual obligations under these fixed-price contracts. Cal Advocates also does not have 
information regarding whether ASUS is subjected to maintain a minimum number of headcounts for 
operational and administerial positions under these contractual obligations. Notwithstanding this 
objection, Cal Advocates’ answer is as follows: 

Reducing the headcount should result in reducing the employee related costs but it is unclear 
whether it will incentivize ASUS as there might be other provisions that could limit GSWC’s choice 
to reduce the headcounts otherwise deemed necessary to serve its contractual obligations.   
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Question 4: 
As it relates to purchased water expense, Page 9, lines 16 -18 states “(t)his service cost 
category consumes a minimal amount of GO resources.” Identify all functions performed 
and costs incurred by GSWC’s General Office Corporate Support that relate to ASUS’s 
plant. 

ANSWER 4: 

Cal Advocates object to this question as outside the scope of the witnesses’ testimony, and as the 
information it seeks should be readily available to GSWC. In addition, the issue of exclusion of 
purchased water relates to the allocation factor of Direct Operating Expenses whereas the question 
goes beyond this nexus and instead inquires about functions and costs incurred by GSWC’s General 
Office Corporate Support that relate to the ASUS’s plant Notwithstanding this objection, Cal 
Advocates answer is as follows: 

Cal Advocates currently does not know the functions performed and costs incurred by GSWC’s 
General Office Corporate Support that relate to ASUS’s plant. Additionally, if GSWC knows that 
there are specific functions and cost incurred by GSWC’s General Office Corporate Support that 
relate to ASUS’s plant, GSWC should directly charge these costs to ASUS instead of allocating 
these costs through four-factor allocations. 

END OF RESPONSE 
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2) Parent Company Cost Allocations:22
Suburban used a 2-factor allocation method to allocate its parent company 23

costs to three subsidiaries of its parent, namely: Suburban Water Systems; Texas 24

183 See ORA’s Attachment-10.1: Suburban’s Response to ORA data Request, AMX-01, 
Questions: 1b, and 2.e. 
184 Suburban Application,  Exhibit A-F, page 5-6. 
185 $8,997,631 + $630,790 = $9,628,421. 
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Utilities; and Southeast Utilities.  Apparently, Suburban justifies its erroneous 1

approach of deviating from the Commission’s traditional 4-factor allocation 2

methodology by stating that the Commission in its last decision, D.12-04-009 3

adopted a 2-factor methodology; however, at the same time, Suburban admits that 4

the use of a 2-factor methodology is inconsistent with the 4-factor methodology ---5

a procedure set forth in the Commission’s memo “Allocation of Administrative 6

and General Expenses and Common Utility Plant”, dated July 26, 1956.1867

ORA finds Suburban’s justifications for deviating from the Commission’s 8

traditional 4-factor allocation methodology highly erroneous and misleading. The 9

reason the Commission used a 2-factor methodology in Suburban’s last GRC 10

application, A.11-02-002 is fully explained in the Commission Rehearing  11

D.13-12-030 where the Commission expounded that the main reasons the12

Commission departed from the use of traditional 4-factor allocation methodology 13

were: 1) Suburban’s failure to provide complete and consistent data; 2) 14

Suburban’s arguments and calculations were unreasonable because the 15

interpretations applied to gross plant and customer factors were not credible; and 16

3) the data accuracy was questionable. Below, ORA reiterates excerpts from the17

pertinent portion of D.13-12-030 for the sake of completeness and clear 18

understanding as to why the Commission used a 2-factor methodology for the last 19

rate case: 20

“In the Decision, we articulated our reasons for adopting a two-21
factor allocation and for not using the four-factor methodology.  22
Specifically, we explained that:  (1) the data provided by Suburban 23
was incomplete and inconsistent to distribute general costs 24
incurred to benefit multiple entities; (2) Suburban’s arguments 25
and calculations are unreasonable because the interpretations 26
applied to plant and customer factors are not credible; and (3) the 27
accuracy of the data is essential to include in the calculation.28
(D.12-04-009, pp. 11-17.)   29

186 Suburban’s Witness, Walter Bench Direct Testimony, page-27. 
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Unfortunately, instead of mending its shortcomings with respect to the 1

needed data pertaining to the other two factors; Number of Customers; and Gross 2

Plant as it relate to its sister subsidiaries, Suburban instead only used the 2-factors 3

while disregarding the other two.  It should be noted that even though Southwest 4

divested its service operations, there are 11-Service contracts which are still 5

active, and Suburban once again failed to provide the adequate information for the 6

Number of Customers and the Gross Plant, which is similar to what the 7

Commission addressed in D.13-12-030.  8

ORA did request the pertinent information regarding the Number of 16

Customers and Gross Plant, but Suburban mostly responded that the information 17

was not available.18718

187 See Attachment-10.1, Suburban’s response to ORA’s Data Request, AMX-01, Question-4  
and 5. 

Attachment  
4 of 4



 

 

 
REBUTTAL TESTIMONY OF JON PIEROTTI 

 
 
 
 
 

ATTACHMENT 3 - CONFIDENTIAL 



C
O

N
FI

D
EN

TI
A

L 
M

A
TE

R
IA

LS
 p

ro
te

ct
ed

 u
nd

er
 C

al
. G

ov
. C

od
e 

62
54

(k
),

C
al

. E
vi

d.
 C

od
e 

§1
06

0,
 C

iv
. C

od
e 

§3
42

6.
1(

d)
, P

en
al

 C
od

e 
§4

99
c(

a)
(9

), 
an

d 
Pu

b.
 U

til
. C

od
e 

§5
83

.

At
ta

ch
m

en
t 3

 - 
AM

X-
00

1 
Q

.8
 S

er
vi

ce
 C

on
ne

ct
io

ns
 - 

Al
l L

oc
at

io
ns

 - 
C

O
N

FI
D

EN
TI

AL
W

at
er

 S
er

vi
ce

 C
on

ne
ct

io
ns

 

At
ta

ch
m

en
t 3

 
1 

of
 1



 

 

 
REBUTTAL TESTIMONY OF JON PIEROTTI 

 
 
 
 
 

ATTACHMENT 4 



1 

Public Advocates Office 
California Public Utilities Commission 

505 Van Ness Avenue 
San Francisco, CA 94102 
Phone: (415) 703-1584 

http://publicadvocates.ca.gov 

Public Advocates Office Data Response 
A.20-07-012: Golden State Water Company (GSWC)

2022-2024 General Rate Case 

Date:  March 4, 2021 

To: Keith Switzer 
GSWC Vice President, Regulatory Affairs 

Joseph M. Karp 
Attorney for GSWC 

Phone: (909) 394-3600
Email: kswitzer@gswater.com 

Phone: (415) 591-1000 
Email: jkarp@winston.com 

From: Victor Chan 
Public Advocates Office 
Project Lead 

Shanna Foley  
Public Advocates Office 
Attorney 

Phong Ly  
Public Advocates Office 

Phone: (213) 576-7048 
 Email:  victor.chan@cpuc.ca.gov 

 Phone: (213) 620-2465
Email:  shanna.foley@cpuc.ca.gov

Phone: (415) 703-3451
 Email:  phong.ly@cpuc.ca.gov 

Re:  GSWC Data Request No. EVM-01 (Operating District CWIP) 

GENERAL OBJECTIONS 

The Public Advocates Office provides the following responses to GSWC’s Data Request 

(DR) EVM-01 to the Public Advocates Office dated February 26, 2021.   

Questions from GSWC’s DR EVM-01 are reproduced below, followed by Public Advocates 

Office Responses, solely for ease of reference.  The Public Advocates Office does not adopt or 

admit any question or any portion of any question as correct or true.  The Public Advocates Office 

reserves the right to supplement, clarify, revise, or correct any or all of the responses and objections 
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herein, and to assert additional objections or privileges, in one or more subsequent supplemental 

response(s).  Responses pertaining to questions of law or legal conclusions have been prepared with 

the assistance of counsel. 

The Public Advocates Office objects to each data request to the extent it mischaracterizes 

Public Advocates Office’s Opening Testimony. 

The Public Advocates Office objects to each data request to the extent it is overly broad, 

unduly burdensome, or not reasonably calculated to lead to the discovery of admissible evidence. 

The Public Advocates Office objects to each instruction, definition, and data request to the 

extent that it seeks information or documents protected from disclosure by the attorney-client 

privilege, attorney work product doctrine, or any other applicable privilege. 

The Public Advocates Office objects to each instruction, definition, and data request as 

overbroad and unduly burdensome to the extent it seeks documents or information that are readily 

or more accessible to GSWC from GSWC’s own files, from documents or information in GSWC’s 

possession, or from documents or information that GSWC previously produced to the Public 

Advocates Office.  Responding to such requests would be oppressive, unduly burdensome, and 

unnecessarily expensive, and the burden of responding to such requests is substantially the same or 

less for GSWC as for the Public Advocates Office.  All such documents and information will not be 

produced. 

The Public Advocates Office incorporates by reference every general objection set forth 

above into each specific response set forth below.  A specific response may repeat a general 

objection for emphasis or some other reason.  The failure to include any general objection in any 

specific response does not waive any general objection to that request. 
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Question 2: 

Cal Advocates requested an aging report of GSWC’s 2019 CWIP balance in data request PLY-012 
and states on page 16, lines 19-22: 

“To verify whether GSWC’s CWIP proposals adhere to these underlying assumptions, Cal 
Advocates requested an aging report of the 2019 CWIP balance and discovered aged items 
remaining in CWIP longer than is reasonable, given Staff’s reasoning for including CWIP 
in ratebase.39” 

a. Did Cal Advocates assess the average completion time of investor owned utilities’ (IOUs) capital
projects more recently than 1982? If so, please provide the results of the most recent assessment.

ANSWER 2(a): 
No; Cal Advocates adhered to Staff’s recommendation for CWIP to be included in ratebase based 
on Staff’s underlying assumptions expressed in Attachment 2-1 of Reports and Recommendations 
on CWIP and Special Request 7.   

b. Please provide the CWIP aging reports collected from other IOUs in the last three years, similar
to what Cal Advocates required GSWC to submit in data request PLY-012.

ANSWER 2(b): 
To Cal Advocates’ knowledge, it has not collected other CWIP aging reports from other IOUs in the 
last three years.  

Attachment 4 
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Question 5:  

As it relates to the projects Cal Advocates recommends be removed from historical CWIP: 

a. Is Cal Advocates proposing GSWC accrue AFUDC and/ or interest on the projects removed from
CWIP in lieu of including them in CWIP?

ANSWER 5(a): 

No. 

b. Is Cal Advocates proposing to convert these projects into advice letter projects?

ANSWER 5(b): 

No.  

Question 6: 

As it relates to Cal Advocates recommendation to remove CWIP amounts aged more than one year 
from year-end 2019 CWIP, did Cal Advocates examine the status of each project to assess whether 
it may be reasonable for costs associated with the project to extend beyond one year and remain in 
CWIP? 

Attachment 4 
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ANSWER 6: 

No; Cal Advocates adhered to Staff’s recommendation for CWIP to be included in ratebase based 
on Staff’s underlying assumptions expressed in Attachment 2-1 of Reports and Recommendations 
on CWIP and Special Request 7.   

END OF RESPONSE 
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Public Advocates Office 
California Public Utilities Commission 

505 Van Ness Avenue 
San Francisco, CA 94102 
Phone: (415) 703-1584 

http://publicadvocates.ca.gov 

Public Advocates Office Data Response 
A.20-07-012: Golden State Water Company (GSWC)

2022-2024 General Rate Case 

Date:  April 9, 2021 

To: Keith Switzer 
GSWC Vice President, Regulatory Affairs 

Joseph M. Karp 
Attorney for GSWC 

Phone: (909) 394-3600
Email: kswitzer@gswater.com 

Phone: (415) 591-1000 
Email: jkarp@winston.com 

From: Victor Chan 
Public Advocates Office 
Project Lead 

Shanna Foley  
Public Advocates Office 
Attorney 

Phong Ly  
Public Advocates Office 

Phone: (213) 576-7048 
 Email:  victor.chan@cpuc.ca.gov 

 Phone: (213) 620-2465
Email:  shanna.foley@cpuc.ca.gov

Phone: (415) 703-3451 
 Email:  phong.ly@cpuc.ca.gov 

Re:  GSWC Data Request No. JP-05 (CWIP Follow Up) 

GENERAL OBJECTIONS 

The Public Advocates Office provides the following responses to GSWC’s Data Request 

(DR) JP-05 to the Public Advocates Office dated April 7, 2021.   

Questions from GSWC’s DR JP-05 are reproduced below, followed by Public Advocates 

Office Responses, solely for ease of reference.  The Public Advocates Office does not adopt or 

admit any question or any portion of any question as correct or true.  The Public Advocates Office 

reserves the right to supplement, clarify, revise, or correct any or all of the responses and objections 
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herein, and to assert additional objections or privileges, in one or more subsequent supplemental 

response(s).  Responses pertaining to questions of law or legal conclusions have been prepared with 

the assistance of counsel. 

The Public Advocates Office objects to each data request to the extent it mischaracterizes 

Public Advocates Office’s Opening Testimony. 

The Public Advocates Office objects to each data request to the extent it is overly broad, 

unduly burdensome, or not reasonably calculated to lead to the discovery of admissible evidence. 

The Public Advocates Office objects to each instruction, definition, and data request to the 

extent that it seeks information or documents protected from disclosure by the attorney-client 

privilege, attorney work product doctrine, or any other applicable privilege. 

The Public Advocates Office objects to each instruction, definition, and data request as 

overbroad and unduly burdensome to the extent it seeks documents or information that are readily 

or more accessible to GSWC from GSWC’s own files, from documents or information in GSWC’s 

possession, or from documents or information that GSWC previously produced to the Public 

Advocates Office.  Responding to such requests would be oppressive, unduly burdensome, and 

unnecessarily expensive, and the burden of responding to such requests is substantially the same or 

less for GSWC as for the Public Advocates Office.  All such documents and information will not be 

produced. 

The Public Advocates Office incorporates by reference every general objection set forth 

above into each specific response set forth below.  A specific response may repeat a general 

objection for emphasis or some other reason.  The failure to include any general objection in any 

specific response does not waive any general objection to that request. 
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Question 1: 

 
Via email on April 7, 2021, Mr. Ly informed GSWC that the 2019 CWIP amount included in Cal 
Advocates’ RO Model (3/2) workpaper “SEC-50_RB_Plant”, tab IN_CWIP, cell J25, for Arden 
Cordova of $5,455,078 excludes $21,458 for the Las Casas Pipeline which was incorrectly removed 
by Cal Advocates. Please confirm that Cal Advocates’ recommendation for 2019 CWIP for Arden 
Cordova should be corrected from $5,455,078 to $5,476,536 in Cal Advocates’ RO Model. 
 
ANSWER 1(a):  
Confirmed: The amount of $21,458 attributed to the Las Casas Pipeline was incorrectly removed, 
resulting in the Arden-Cordova 2019 CWIP amount of $5,455,078. The 2019 CWIP amount for the 
Arden-Cordova CSA should be $5,476,536 in the Cal Advocates’ RO Model as reflected in Cal 
Advocates’ response to DR JP-01.  

 

 

 

 

END OF RESPONSE 
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For

Jon 
Pierotti

Digitally signed by Jon Pierotti 
DN: cn=Jon Pierotti, o=GSWC, 
ou=Regulatory Affairs, 
email=jon.pierotti@gswater.com
, c=US 
Date: 2020.10.07 15:48:09 -07'00'
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Public Advocates Office 
California Public Utilities Commission 

505 Van Ness Avenue 
San Francisco, CA 94102 
Phone: (415) 703-1584 

http://publicadvocates.ca.gov 

Public Advocates Office Data Response 
A.20-07-012: Golden State Water Company (GSWC)

2022-2024 General Rate Case 

Date:  March 2, 2021 

To: Keith Switzer 
GSWC Vice President, Regulatory Affairs 

Joseph M. Karp 
Attorney for GSWC 

Phone: (909) 394-3600
Email: kswitzer@gswater.com 

Phone: (415) 591-1000 
Email: jkarp@winston.com

From: Victor Chan 
Public Advocates Office 
Project Lead 

Shanna Foley  
Public Advocates Office 
Attorney 

Victor Chan 
Public Advocates Office 

Phone: (213) 576-7048 
 Email:  victor.chan@cpuc.ca.gov 

 Phone: (213) 620-2465
Email:  shanna.foley@cpuc.ca.gov

Phone: (213) 576-7048
 Email:  victor.chan@cpuc.ca.gov  

Re:  GSWC Data Request No. JP-01 (Plant) 

GENERAL OBJECTIONS 

The Public Advocates Office provides the following responses to GSWC’s Data Request 

(DR) JP-01 to the Public Advocates Office dated February 18, 2021.   

Questions from GSWC’s DR JP-01 are reproduced below, followed by Public Advocates 

Office Responses, solely for ease of reference.  The Public Advocates Office does not adopt or 

admit any question or any portion of any question as correct or true.  The Public Advocates Office 

reserves the right to supplement, clarify, revise, or correct any or all of the responses and objections 
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herein, and to assert additional objections or privileges, in one or more subsequent supplemental 

response(s).  Responses pertaining to questions of law or legal conclusions have been prepared with 

the assistance of counsel. 

The Public Advocates Office objects to each data request to the extent it mischaracterizes 

Public Advocates Office’s Opening Testimony. 

The Public Advocates Office objects to each data request to the extent it is overly broad, 

unduly burdensome, or not reasonably calculated to lead to the discovery of admissible evidence. 

The Public Advocates Office objects to each instruction, definition, and data request to the 

extent that it seeks information or documents protected from disclosure by the attorney-client 

privilege, attorney work product doctrine, or any other applicable privilege. 

The Public Advocates Office objects to each instruction, definition, and data request as 

overbroad and unduly burdensome to the extent it seeks documents or information that are readily 

or more accessible to GSWC from GSWC’s own files, from documents or information in GSWC’s 

possession, or from documents or information that GSWC previously produced to the Public 

Advocates Office.  Responding to such requests would be oppressive, unduly burdensome, and 

unnecessarily expensive, and the burden of responding to such requests is substantially the same or 

less for GSWC as for the Public Advocates Office.  All such documents and information will not be 

produced. 

The Public Advocates Office incorporates by reference every general objection set forth 

above into each specific response set forth below.  A specific response may repeat a general 

objection for emphasis or some other reason.  The failure to include any general objection in any 

specific response does not waive any general objection to that request. 

 

Question 1: 
Summarize Cal PA’s GSWC recommended capital additions for the years 2020-2023 by completing 
the attached template entitled “Attachment A – Cal PA Recommended Capital Budget”.  
 
ANSWER 1:  
 
See tab “Summary by Region” in the attached excel file, “Attachment A.” 
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Question 2: 
Provide capital project summary tables, including CWIP, for each Ratemaking Area in excel in a 
format similar to what is included in Cal PA report entitled “Report and Recommendations on 
Region 3 Plant, Contingency, and Plant Escalation” as shown below. 
 

Table 3-2: Non-Pipeline Capital Projec ts - Pl ace nti a CSA 
28.  

 (A) 
Description 

(B) 
Year 

(C) 
GSWC 

(D) 
Cal 

Advocates 

(E) 
GSWC > 

Cal 
Advocates 

(F) 
Cal 

Advocates 
as % of 
GSWC 

1 Cleaiview, 
Rese1voir 
Replacements 

2023 $3,804,300 $3,357,900 $446,400 88% 

2 Hunting Hon1, 
Rese1voir 
Replacement 

2022 $1,638,700 $1,546,200 $92,500 94% 

3 Concer to, Booster 
Pump 

2022 $914,700 $555,100 $359,600 61% 

4 Concerto, 
Remove Uranium 
System and 
Destroy Well 

2022 $440,100 $416,000 $24,100 95% 

5 Fain110nt Oak 
Meadow, PRV 

2021 $416,600 $0 $416,600 0% 

6 Bradford Well 
No. 3 
Replacement 

2022 $3,752,200 $3,540,300 $211,900 94% 

7 La Jolla, Site 
Improvements 

2022 $101,900 $96,300 $5,600 95% 

 
 
 
 
ANSWER 2:  
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See tabs “Region 1 Capital,” “Region 1 CWIP,” “Region 2 Capital,” “Region 2 CWIP,” “Region 3 
Capital,” “Region 3 CWIP,” “GO Capital,” and “GO CWIP” in the attached excel file, “Attachment 
A.” 

 

Please note that the source of the numbers in Attachment A are based on revised Cal Advocates’ 
Result of Operation (RO) model recalibrated on March 2, 2021.  A copy of which is posted to 
GSWC’s sharepoint folder under “PAO RO Model 3-2-2021”.  The numbers in the RO model 
reflect Cal Advocates’ position and recommendation in the testimony. 

 

 

 

 

END OF RESPONSE 
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2020 2021 2022 2023
Cal Advocates Cal Advocates Cal Advocates Cal Advocates Cal Advocates

REGION 1
Capital 11,227,400$    12,994,500$    15,176,700$    39,398,600$       
CWIP 10,666,468$    7,432,679$      3,959,335$      -$                 22,058,482$       

Total 10,666,468$    18,660,079$    16,953,835$    15,176,700$    61,457,082$       
4 Year Total 61,457,082$       

2020 2021 2022 2023
Cal Advocates Cal Advocates Cal Advocates Cal Advocates Cal Advocates

REGION 2
Capital 11,462,400$    10,907,100$    6,895,700$      29,265,200$       
CWIP 27,747,273$    10,245,090$    7,069,118$      774,372$         45,835,853$       

Total 27,747,273$    21,707,490$    17,976,218$    7,670,072$      75,101,053$       
4 Year Total 75,101,053$       

2020 2021 2022 2023
Cal Advocates Cal Advocates Cal Advocates Cal Advocates Cal Advocates

REGION 3
Capital 21,675,800$    34,333,500$    19,700,700$    75,710,000$       
CWIP 40,121,888$    18,294,372$    4,334,958$      264,777$         63,015,995$       

Total 40,121,888$    39,970,172$    38,668,458$    19,965,477$    138,725,995$     
4 Year Total 138,725,995$     

2020 2021 2022 2023
Cal Advocates Cal Advocates Cal Advocates Cal Advocates Cal Advocates

General Office
Capital 5,964,800$      2,526,000$      2,704,100$      11,194,900$       
CWIP 3,852,038$      130,502$         293,562$         136,284$         4,412,386$         

Total 3,852,038$      6,095,302$      2,819,562$      2,840,384$      15,607,286$       
4 Year Total 15,607,286$       

2020 2021 2022 2023
Cal Advocates Cal Advocates Cal Advocates Cal Advocates Cal Advocates

Total
Capital -$                 50,330,400$    60,761,100$    44,477,200$    155,568,700$     
CWIP 82,387,668$    36,102,643$    15,656,973$    1,175,433$      135,322,716$     

Total 82,387,668$    86,433,043$    76,418,073$    45,652,633$    290,891,416$     
4 Year Total 290,891,416$     

Capital Budget and CWIP: Cal Advocates SUMMARY

Attachment 7 - Public Advocates Response to DR JP-01 Attachment A Summary by Region
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1 

Public Advocates Office 
California Public Utilities Commission 

505 Van Ness Avenue 
San Francisco, CA 94102 
Phone: (415) 703-1584 

http://publicadvocates.ca.gov 

Public Advocates Office Data Response 
A.20-07-012: Golden State Water Company (GSWC)

2022-2024 General Rate Case 

Date:  April 26, 2021 

To: Keith Switzer 
GSWC Vice President, Regulatory Affairs 

Joseph M. Karp 
Attorney for GSWC 

Phone: (909) 394-3600
Email: kswitzer@gswater.com 

Phone: (415) 591-1000 
Email: jkarp@winston.com 

From: Victor Chan 
Public Advocates Office 
Project Lead 

Shanna Foley  
Public Advocates Office 
Attorney 

Phong Ly 
Public Advocates Office 

Mehboob Aslam 
Public Advocates Office 

Phone: (213) 576-7048 
 Email:  victor.chan@cpuc.ca.gov 

 Phone: (213) 620-2465
Email:  shanna.foley@cpuc.ca.gov

Phone: (415) 703-3451 
 Email:  phong.ly@cpuc.ca.gov 

Phone: (213) 576-7781
 Email:  mehboob.aslam@cpuc.ca.gov 

Re:  GSWC Data Request No. JP-06 (CWIP Follow-Up II) 

GENERAL OBJECTIONS 

The Public Advocates Office provides the following responses to GSWC’s Data Request 

(DR) JP-06 to the Public Advocates Office dated April 19th, 2021.   
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Questions from GSWC’s DR JP-06 are reproduced below, followed by Public Advocates 

Office Responses, solely for ease of reference.  The Public Advocates Office does not adopt or 

admit any question or any portion of any question as correct or true.  The Public Advocates Office 

reserves the right to supplement, clarify, revise, or correct any or all of the responses and objections 

herein, and to assert additional objections or privileges, in one or more subsequent supplemental 

response(s).  Responses pertaining to questions of law or legal conclusions have been prepared with 

the assistance of counsel. 

The Public Advocates Office objects to each data request to the extent it mischaracterizes 

Public Advocates Office’s Opening Testimony. 

The Public Advocates Office objects to each data request to the extent it is overly broad, 

unduly burdensome, or not reasonably calculated to lead to the discovery of admissible evidence. 

The Public Advocates Office objects to each instruction, definition, and data request to the 

extent that it seeks information or documents protected from disclosure by the attorney-client 

privilege, attorney work product doctrine, or any other applicable privilege. 

The Public Advocates Office objects to each instruction, definition, and data request as 

overbroad and unduly burdensome to the extent it seeks documents or information that are readily 

or more accessible to GSWC from GSWC’s own files, from documents or information in GSWC’s 

possession, or from documents or information that GSWC previously produced to the Public 

Advocates Office.  Responding to such requests would be oppressive, unduly burdensome, and 

unnecessarily expensive, and the burden of responding to such requests is substantially the same or 

less for GSWC as for the Public Advocates Office.  All such documents and information will not be 

produced. 

The Public Advocates Office incorporates by reference every general objection set forth 

above into each specific response set forth below.  A specific response may repeat a general 

objection for emphasis or some other reason.  The failure to include any general objection in any 

specific response does not waive any general objection to that request. 

Question 1: 
a. Please explain the discrepancy in Cal Advocates’ recommended 2019 CWIP budget

for General Office between the $6,966,468 recommended in Cal Advocates
Response to DR JP-01 Attachment A, tab GO CWIP 12-31-2019 (cell G49) and the
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$4,915,920 recommended in Cal Advocates’ RO Model workpaper “SEC- 
50_RB_Plant”, tab IN_CWIP (sum of cells J55, J56 and J57). 

c. Row 90 of Public Advocates Response to DR JP-01 has a formula error whereby
the subtotal does not sum all of the rows above it. When corrected, the updated
subtotals are $3,697,759 for GSWC, $3,184,412 for Cal Advocates for a difference
of $513,347. As a result, the corrected totals on row 92 are $8,663,957 for GSWC,
$4,412,386 for Cal Advocates for a difference of $4,535,862. Please confirm that
this is correct and in accordance with Cal Advocates’ recommendation for GO
CWIP 2020-2023. If not correct, please advise as to what the corrected totals
should be.

ANSWER 1(a):  
Cal Advocates based its response as depicted in File: DR JP-01 Attachment A, Tab GO CWIP 12-
31-2019, on data from the GSWC RO model’s file “Y_SEC_50_2020 GRC Consolidated CWIP.”
Since the GSWC RO model file “SEC-50_RB_Plant”, tab IN_CWIP, cells J55, J56 and J57 are not
linked to “Y_SEC_50_2020 GRC Consolidated CWIP,” Cal Advocates did not update
“Y_SEC_50_2020 GRC Consolidated CWIP.”  Therefore, Cal Advocates’ response does not reflect
Cal Advocates’ recommendation for GO CWIP. GSWC should disregard Cal Advocates’ earlier
response to DR JP-01 showing the value of $6,966,468.

ANSWER 1(c): 
Several values were inadvertently excluded in Cal Advocates’ previous response to GSCW’s data 
request, JP-01. The correct totals for row 92 are $8,948,247 for GSWC and $4,379,886 for Cal 
Advocates, for a difference of $4,568,361. The Cal Advocates value of $4,379,886 is comprised of 
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the addition of $1,227,974 (see File: Public Advocates Response to DR JP-01 Attachment A, Tab: 
GO CWIP, Cell H63) and $3,184,412 (see File: Public Advocates Response to DR JP-01 
Attachment A, Tab: GO CWIP, Cell H90) and subtracting an amount of $32,500 ($4,379,886 = 
$1,227,974 + $3,184,412 - $32,500). $32,500 is subtracted to adjust for Cal Advocates’ 
recommendations for disallowance for the project: Application Whitelisting System (AWS) for year 
2020 as listed in Table 8-4, page 112 of Cal Advocates report. However, this disallowance was 
inadvertently excluded from the Cal Advocates’ RO workpapers.        

Question 2: 

In the beginning of the Report and Recommendations on Construction Work in Progress and 
Special Request 7 (the “Report”), pages vi and vii, Cal Advocates provides an Executive Summary 
of their CWIP recommendations companywide and by Region.  

b.Please provide updated tables 2-1 on page 13, 3-1 on page 30, 4-1 on page 40, 5-1 on page 46,
and 6-1 on page 59 of the Report that reconciles to the updated Executive Summary provided a.
above.

ANSWER 2(b): 
Please see Excel file attachment “Q.2.b. Summary Tables”. 

Please note that there is a difference of $125,088 in the 2019 CWIP balance in Region II between 
the provided attachment and Cal Advocates’ response to JP-01 Attachment A. This is because the 
amount aged greater than 1 year of $125,088 for Higuera Bridge had not been removed in the latter 
Excel document. The provided attachment “Q.2.b. Summary Tables” lists the proper amount.  

Please note that there is a difference of $213,926 in the 2019 CWIP balance in Region III between 
the provided attachment and Cal Advocates’ response to JP-01 Attachment A. This is because the 
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amount of $213,931 for the Golden Replace Reservoir project had not been zeroed out in Cal 
Advocates’ Response to JP-01 Attachment A. The reason for zeroing out this project is because of 
its AL status as mentioned in Cal Advocates’ response to JP-02 Question 1. The provided 
attachment “Q.2.b. Summary Tables” lists the proper amount.  

Please note that there is a difference of $5,655 in the 2020 CWIP balance in Region III between the 
provided attachment and Cal Advocates’ response to JP-01 Attachment A. This is because the 
Timberline Misc. Piping project amount of $5,655 was inadvertently removed in the RO model as 
mentioned in Cal Advocates’ response to EVM-02 Question 1, Item b. The provided attachment 
“Q.2.b. Summary Tables” lists the proper amount.  
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END OF RESPONSE 

Attachment 8 
6 of 7



R
M

A
C

W
IP

 a
s o

f 1
2/

31
/1

9
20

20
20

21
20

22
20

23
T

ot
al

A
rd

en
/C

or
do

va
$5

,4
76

,5
35

$3
,3

39
,9

43
$2

,1
07

,1
20

$2
31

,4
02

$0
$1

1,
15

5,
00

0
B

ay
 P

oi
nt

$5
29

,8
55

$6
75

,9
20

$4
5,

00
0

$1
,6

16
,0

26
$0

$2
,8

66
,8

01
C

le
ar

la
ke

$5
01

,7
56

$6
90

,0
46

$3
68

,9
09

$0
$0

$1
,5

60
,7

10
C

oa
st

al
 H

Q
$0

$1
01

,3
82

$0
$0

$0
$1

01
,3

82
Lo

s O
so

s
$4

62
,7

47
$1

,0
89

,3
34

$1
,6

29
,6

31
$9

84
,9

07
$0

$4
,1

66
,6

19
N

or
th

er
n 

H
Q

$2
,4

91
$4

,7
89

$0
$0

$0
$7

,2
81

Sa
nt

a 
M

ar
ia

$6
,4

27
,1

66
$4

,2
44

,4
33

$2
,6

49
,1

67
$1

,1
27

,0
00

$0
$1

4,
44

7,
76

5
Si

m
i V

al
le

y
$1

,1
18

,5
15

$5
20

,6
22

$6
32

,8
51

$0
$0

$2
,2

71
,9

88
R

eg
io

n 
II

$2
1,

69
0,

94
7

$2
7,

74
7,

27
3

$1
0,

24
5,

09
0

$7
,0

69
,1

18
$7

74
,3

72
$6

7,
52

6,
80

1
R

eg
io

n 
II

I
$3

8,
36

8,
26

9
$4

0,
12

7,
54

3
$1

8,
29

4,
37

2
$4

,3
34

,9
58

$2
64

,7
77

$1
01

,3
89

,9
19

T
ot

al
$7

4,
57

8,
28

0
$7

8,
54

1,
28

5
$3

5,
97

2,
14

0
$1

5,
36

3,
41

1
$1

,0
39

,1
49

$2
05

,4
94

,2
66

R
eg

io
n 

G
SW

C
 2

02
0 

B
la

nk
et

 B
ud

ge
t

C
al

 A
dv

oc
at

es
 2

02
0 

B
la

nk
et

 b
ud

ge
t

G
SW

C
 >

 C
al

 A
dv

oc
at

es
C

al
 A

dv
oc

at
es

 a
s %

 o
f G

SW
C

R
eg

io
n 

I 
$5

,3
46

,8
23

$4
,7

87
,1

25
$5

59
,6

98
90

%
R

eg
io

n 
II

 
$1

2,
82

8,
06

6
$1

1,
63

7,
94

6
$1

,1
90

,1
20

91
%

R
eg

io
n 

II
I 

$8
,8

01
,5

82
$8

,0
02

,1
48

$7
99

,4
34

91
%

T
ot

al
$2

6,
97

6,
47

0
$2

4,
42

7,
21

9
$2

,5
49

,2
52

91
%

C
W

IP
 T

es
tim

on
y

20
19

20
20

20
21

20
22

20
23

T
ot

al
G

SW
C

$1
6,

15
0,

63
4

$1
1,

60
9,

60
1

$1
5,

54
2,

01
7

$3
,9

59
,3

35
$0

$4
7,

26
1,

58
7

C
al

 A
dv

oc
at

es
$1

4,
51

9,
06

4
$1

0,
66

6,
46

9
$7

,4
32

,6
78

$3
,9

59
,3

35
$0

$3
6,

57
7,

54
6

G
SW

C
>C

al
 A

dv
oc

at
es

$1
,6

31
,5

70
$9

43
,1

32
$8

,1
09

,3
39

$0
$0

$1
0,

68
4,

04
1

C
al

 A
dv

oc
at

es
 a

s %
 o

f G
SW

C
90

%
92

%
48

%
10

0%
0%

77
%

C
W

IP
 T

es
tim

on
y

20
19

20
20

20
21

20
22

20
23

T
ot

al
G

SW
C

$3
0,

94
1,

76
7

$3
4,

05
6,

68
4

$1
5,

90
6,

05
4

$7
,7

25
,5

70
$7

74
,3

72
$8

9,
40

4,
44

6
C

al
 A

dv
oc

at
es

$2
1,

69
0,

94
7

$2
7,

74
7,

27
3

$1
0,

24
5,

09
0

$7
,0

69
,1

18
$7

74
,3

72
$6

7,
52

6,
80

1
G

SW
C

>C
al

 A
dv

oc
at

es
$9

,2
50

,8
19

$6
,3

09
,4

11
$5

,6
60

,9
64

$6
56

,4
52

$0
$2

1,
87

7,
64

6
C

al
 A

dv
oc

at
es

 a
s %

 o
f G

SW
C

70
%

81
%

64
%

92
%

10
0%

76
%

C
W

IP
 T

es
tim

on
y

20
19

20
20

20
21

20
22

20
23

T
ot

al
G

SW
C

$4
6,

96
8,

44
9

$5
6,

56
7,

98
3

$2
9,

39
5,

51
0

$4
,4

34
,9

58
$2

64
,7

77
$1

37
,6

31
,6

77
C

al
 A

dv
oc

at
es

$3
8,

36
8,

26
9

$4
0,

12
7,

54
3

$1
8,

29
4,

37
2

$4
,3

34
,9

58
$2

64
,7

77
$1

01
,3

89
,9

19
G

SW
C

>C
al

 A
dv

oc
at

es
$8

,6
00

,1
80

$1
6,

44
0,

44
0

$1
1,

10
1,

13
8

$1
00

,0
00

$0
$3

6,
24

1,
75

8
C

al
 A

dv
oc

at
es

 a
s %

 o
f G

SW
C

82
%

71
%

62
%

98
%

10
0%

74
%

C
al

 A
dv

oc
at

es
 C

W
IP

 B
ud

ge
t:

 T
ab

le
 2

-1

R
eg

io
n 

I:
 T

ab
le

 4
-1

R
eg

io
n 

II
: T

ab
le

 5
-1

R
eg

io
n 

II
I:

 T
ab

le
 6

-1

T
ab

le
 3

-1

At
ta
ch
m
en

t8
Q
.2
.b
Su
m
m
ar
y
Ta
bl
es

1
of

1

At
ta

ch
m

en
t 8

 
7 

of
 7



 

 

 
REBUTTAL TESTIMONY OF JON PIEROTTI 

 
 
 
 
 

ATTACHMENT 9 



1 

Public Advocates Office 
California Public Utilities Commission 

505 Van Ness Avenue 
San Francisco, CA 94102 
Phone: (415) 703-1584 

http://publicadvocates.ca.gov 

Public Advocates Office Data Response 
A.20-07-012: Golden State Water Company (GSWC)

2022-2024 General Rate Case 

Date:  April 26, 2021 

To: Keith Switzer 
GSWC Vice President, Regulatory Affairs 

Joseph M. Karp 
Attorney for GSWC 

Phone: (909) 394-3600
Email: kswitzer@gswater.com 

Phone: (415) 591-1000 
Email: jkarp@winston.com 

From: Victor Chan 
Public Advocates Office 
Project Lead 

Shanna Foley  
Public Advocates Office 
Attorney 

Zaved Sarkar 
Public Advocates Office 
Utilities Engineer 

Phone: (213) 576-7048 
 Email:  victor.chan@cpuc.ca.gov 

 Phone: (213) 620-2465
Email:  shanna.foley@cpuc.ca.gov

Phone: (415) 703-3250 
 Email:  zaved.sarkar@cpuc.ca.gov 

Re:  GSWC Data Request No. RH-03 Region 1 Plant (Arden Cordova, Bay Point, Clearlake 
and Simi Valley) 

GENERAL OBJECTIONS 

The Public Advocates Office provides the following responses to GSWC’s Data Request 

(DR) RH-03 to the Public Advocates Office dated April 19, 2021.   

Questions from GSWC’s DR RH-03 are reproduced below, followed by Public Advocates 

Office Responses, solely for ease of reference.  The Public Advocates Office does not adopt or 

admit any question or any portion of any question as correct or true.  The Public Advocates Office 
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reserves the right to supplement, clarify, revise, or correct any or all of the responses and objections 

herein, and to assert additional objections or privileges, in one or more subsequent supplemental 

response(s).  Responses pertaining to questions of law or legal conclusions have been prepared with 

the assistance of counsel. 

The Public Advocates Office objects to each data request to the extent it mischaracterizes 

Public Advocates Office’s Opening Testimony. 

The Public Advocates Office objects to each data request to the extent it is overly broad, 

unduly burdensome, or not reasonably calculated to lead to the discovery of admissible evidence. 

The Public Advocates Office objects to each instruction, definition, and data request to the 

extent that it seeks information or documents protected from disclosure by the attorney-client 

privilege, attorney work product doctrine, or any other applicable privilege. 

The Public Advocates Office objects to each instruction, definition, and data request as 

overbroad and unduly burdensome to the extent it seeks documents or information that are readily 

or more accessible to GSWC from GSWC’s own files, from documents or information in GSWC’s 

possession, or from documents or information that GSWC previously produced to the Public 

Advocates Office.  Responding to such requests would be oppressive, unduly burdensome, and 

unnecessarily expensive, and the burden of responding to such requests is substantially the same or 

less for GSWC as for the Public Advocates Office.  All such documents and information will not be 

produced. 

The Public Advocates Office incorporates by reference every general objection set forth 

above into each specific response set forth below.  A specific response may repeat a general 

objection for emphasis or some other reason.  The failure to include any general objection in any 

specific response does not waive any general objection to that request. 
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QUESTION 4: 
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Cal Advocates response to DR JP-01 Attachment A, tab Region 1 Capital (row 16) includes a 
capital budget recommendation for the Hurley Way Area Main Replacements project of $1,407,400 
in 2022. GSWC’s capital budget recommendation for the Hurley Way Area Main Replacements 
project is $160,500 in 2021 and $2,562,700 in 2022. 

a. Is Cal Advocates recommending that the total project budget be spent in 2022, with no
budget allocated to 2021?

b. If not, please provide Cal Advocates’ recommended total project budget by year for 2021
and 2022 for this project.

ANSWER 4: 

(a) No, Cal Advocates is not recommending the total project budget to be spent in 2022.

(b) Cal Advocates recommends $71,200 in 2021 and $1,336,200 in 2022.

QUESTION 5: 

Cal Advocates response to DR JP-01 Attachment A, tab Region 1 Capital (row 70) includes a 
capital budget recommendation for the Sonoma WTP, Change-out GAC project of $261,600 in 
2023. GSWC’s capital budget recommendation for the Sonoma WTP, Change-out GAC project is 
$35,200 in 2021 and $240,100 in 2023. 

a. Is Cal Advocates recommending that the total project budget be spent in 2023, with no
budget allocated to 2021?

b. If not, please provide Cal Advocates’ recommended total project budget by year for 2021
and 2023 for this project.

ANSWER 5: 

(a) No, Cal Advocates is not recommending the total project budget to be spent in 2023.
(b) Cal Advocates recommends $32,400 in 2021 and $229,200 in 2023.

QUESTION 6: 

Cal Advocates response to DR JP-01 Attachment A, tab Region 1 Capital (row 71) includes a 
capital budget recommendation for the Sonoma WTP, Replace Filter Media project of $236,700 in 
2022. GSWC’s capital budget recommendation for the Sonoma WTP, Replace Filter Media project 
is $32,300 in 2021 and $216,800 in 2022. 

a. Is Cal Advocates recommending that the total project budget be spent in 2022, with no
budget allocated to 2021?

b. If not, please provide Cal Advocates’ recommended total project budget by year for 2021
and 2022 for this project.

ANSWER 6: 

(a) No, Cal Advocates is not recommending the total project budget to be spent in 2022.

(b) Cal Advocates recommends $29,700 in 2021 and $207,000 in 2022.
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QUESTION 7: 
Cal Advocates response to DR JP-01 Attachment A, tab Region 1 Capital (row 179) 
includes a capital budget recommendation for the Alamo St. Broadmoor to N Atherwood 
project of $586,100 in 2023. GSWC’s capital budget recommendation for the Alamo St. 
Broadmoor to N Atherwood project is $50,000 in 2022 and $779,800 in 2023. 

a. Is Cal Advocates recommending that the total project budget be spent in 2023, with
no budget allocated to 2022?
b. If not, please provide Cal Advocates’ recommended total project budget by year for

2022 and 2023 for this project.
ANSWER 7: 

(a) No Cal Advocates is not recommending the total project budget to be spent in 2023.

(b) Cal Advocates recommends $34,600 in 2022 and $551,500 in 2023.

QUESTION 8: 
Cal Advocates response to DR JP-01 Attachment A, tab Region 1 Capital (row 181) 
includes a capital budget recommendation for the Gage St, Alamo Plant/Outlet Piping 
project of $777,900 in 2022. GSWC’s capital budget recommendation for the Gage St, 
Alamo Plant/Outlet Piping project is $61,300 in 2021 and $978,500 in 2022. 

a. Is Cal Advocates recommending that the total project budget be spent in 2022, with
no budget allocated to 2021?
b. If not, please provide Cal Advocates’ recommended total project budget by year for

2021 and 2022 for this project.
ANSWER 8: 

(a) No Cal Advocates is not recommending the total project budget to be spent in 2022.

(b) Cal Advocates recommends $47,400 in 2021 and $730,500 in 2022.

QUESTION 9: 
Table 4-3 of the Report includes Cal Advocates’ Capital Budget recommendations for Simi 
Valley. The Table includes a recommendation for Addition to General Structure blanket 
budget of $0. Cal Advocates’ Response to Data Request (DR) JP-01 Attachment A does 
not include an adjustment to this blanket category from GSWC’s proposed budget of 
$62,700. 

a. Please confirm that Cal Advocates is not recommending an adjustment to GSWC’s
proposed blanket budget in Simi Valley for Addition to General Structure.
b. If Cal Advocates is making a recommendation to adjust GSWC’s proposed blanket
budget in Simi Valley for Addition to General Structure, please cite the page number

and line number in the Report that supports Cal Advocates’ recommendation. 
ANSWER 9: 

(a) Cal Advocates is not recommending an adjustments to GSWC’s proposed blanket budget in
Simi Valley for Addition to General Structure. The $0 show in Table 4-3 is a typo.
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(b) N/A

END OF RESPONSE 
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